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Abstract

The paper provides a comprehensive analysis of Japan’s energy policy,

focusing on the country’s commitment to achieving net-zero greenhouse

gas (GHG) emissions by 2050. It examines the legal and institutional

frameworks underpinning Japan’s decarbonization objectives, with a

particular emphasis on three key policy instruments: the Basic Energy Plan,

the Plan for Global Warming Countermeasures, and the GX 2040 Vision.

The 7th Strategic Energy Plan, approved in 2025, introduces intermediate

GHG reduction targets, mandating a 60% reduction from 2013 levels by

fiscal year 2035 and a 73% reduction by fiscal year 2040. The paper also

highlights Japan’s reliance on imported fossil fuels and the challenges posed

by the suspension of nuclear power plants following the 2011 Great East

Japan Earthquake.

The study evaluates the legal and institutional feasibility of Japan’s

decarbonization targets, focusing on the internal coherence, legal

enforceability, and governance architecture of the nation’s principal energy

and climate policy instruments. It also explores the GX Strategy, which

aims to facilitate Japan’s transition toward a decarbonized economy through

legislative and policy initiatives.

The paper delves into the regulatory and institutional context of

renewable energy in Japan, discussing the Feed-in Tariff (FIT) and Feed-

in Premium (FIP) systems, and their impact on electricity rates. It also

addresses the evolution of nuclear energy policy, including the endorsement

of nuclear power reuse and the construction of next-generation reactors.

Additionally, the paper examines the role of hydrogen and ammonia in

Japan’s energy policy, highlighting the legal and regulatory frameworks

for their adoption and the importance of green hydrogen and ammonia for

climate mitigation. It also discusses the Joint Crediting Mechanism (JCM)

and its role in Japan’s international carbon credit trading.
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The study concludes by emphasizing the need for transparency,

innovation, and public engagement in Japan’s energy transition, while

acknowledging the challenges and uncertainties associated with achieving

the country’s ambitious decarbonization goals.

Introduction

In Net Zero by 2050: A Roadmap for the Global Energy Sector, the

International Energy Agency (IEA) asserts that advanced economies should

attain net-zero emissions in the power sector by 2035.(1) The feasibility of

Japan achieving this ambitious target remains a matter of significant legal

and policy debate.

In 2022, the G7 nations issued a joint communiqué reaffirming their

collective commitment to the decarbonization of the power sector.(2) These

strategies are intended to facilitate a just and effective transition toward a

low-carbon energy system.(3)

Japan has formally pledged to achieve net-zero greenhouse gas (GHG)

emissions by 2050.(4) To assess the trajectory of Japan’s energy policy

toward 2025, it is imperative to critically examine three interrelated

policy instruments: the Basic Energy Plan(5) , Plan for Global Warming

(1) International Energy Agency, Net Zero by 2050: A Roadmap for the Global Energy
Sector (May, 2021) at 20,99, https://www.iea.org/reports/net-zero-by-2050.

(2) G7, Leaders’ Communiqué (June 27, 2022), at 6, https://www.g7germany.de/resource/
blob/974430/2062292/fbdb2c7e996205aee402386aae057c5e/2022-07-14-leaders-
communique-data.pdf.

(3) See also, G7, Apulia Leaders’ Communiqué (June 13, 2024), at 16, https://www.
consilium.europa.eu/media/fttjqncg/apulia-g7-leaders-communique.pdf.

(4) METI, Green Growth Strategy Through Achieving Carbon Neutrality in 2050[2050
年カーボンニュートラルに伴うグリーン成長戦略] (Oct. 2020), https://www.meti.go.jp/
english/policy/energy environment/global warming/ggs2050/index.html.

(5) Government of Japan, Cabinet Decision on the 7th Strategic Energy Plan [第 7次
エネルギー基本計画が閣議決定されました] (Feb. 18, 2025), https://www.meti.go.jp/
english/press/2025/0218 001.html.
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Countermeasures(6) , and GX 2040 Vision.(7)

The 7th Strategic Energy Plan approved in 2025(8) introduces

intermediate GHG reduction targets, mandating a 60% reduction from

2013 levels by fiscal year 2035 and a 73% reduction by fiscal year 2040.

This represents a substantive departure from the 6th Strategic Energy

Plan,(9) which had previously pledged a 50% reduction from 2019 levels as

part of Japan’s international climate commitments. The recalibration of the

base year from 2019 to 2013 raises significant questions concerning both the

comparability and ambition of Japan’s updated climate objectives.

Methodology

This study involves a thorough examination and analysis of government

documents, public reports, relevant laws and regulations, and policy

documents on Japan’s 2025 energy policy. Focusing on the 7th Strategic

Energy Plan, laws and regulations related to GX promotion, and the Climate

Change Countermeasures Plan, it delves into the legal and institutional

framework for policy formulation and verifies the consistency between

technological assumptions and policy objectives across multiple future

scenarios outlined in policy documents.

I. What is the GX Strategy?

In 2023, Japan enacted the GX Promotion Act(10) and the GX

(6) Government of Japan, Plan for Global Warming Countermeasures [地球温暖化対
策計画（令和 7年 2月 18日閣議決定）] (revised Feb. 18, 2025), https://www.env.go.jp/
earth/ondanka/keikaku/250218.html.

(7) Government of Japan, GX2040 Vision (Feb. 18, 2025).
(8) Id.
(9) METI, The 6th Strategic Energy Plan [エネルギー基本計画] (Oct. 2021), https://

www.enecho.meti.go.jp/category/others/basic plan/pdf/20211022 01.pdf.
(10) Law on the Promotion of a Smooth Transition to a Decarbonized Growth-Oriented

Economic Structure [脱炭素成長型経済構造への円滑な移行の推進に関する法律],
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Decarbonization Power Supply Act,(11) followed by the Hydrogen Society

Promotion Act(12) and the CCS Business Act(13) in May 2024. In addition,

the GX Promotion Strategy was adopted through a cabinet decision in

2025. (14) The term “GX,” denoting “Green Transformation,” encapsulates

a comprehensive policy framework intended to facilitate the nation’s

transition toward a decarbonized economy.

II. Basic Energy Plan, Global Warming Countermeasures
Plan, and GX 2040 Vision

This section presents a critical overview of Japan’s prevailing power

generation portfolio.(15) According to recent statistical data, thermal power

generation using coal, liquefied natural gas (LNG), and oil constitutes

(hereinafter GX Promotion Act), Law No. 32 of 2023 (Japan). Mitsuru Abe,
Presentation: Role of the Green Transformation Acceleration Agency and the
Nature of Levies and Charges Related to Carbon Emissions under Japan’s GX
Promotion Act, International symposium “Overcoming Challenges to National
Emission Reductions” (Aug. 12, 2025).

(11) Law Amending Part of the Electricity Business Act and Other Laws to Establish
an Electricity Supply System for the Realization of a Decarbonized Society [脱炭素
社会の実現に向けた電気供給体制の確立を図るための電気事業法の一部を改正する法
律], Law no. 44 of 2023(Japan), https://www.shugiin.go.jp/internet/itdb housei.nsf/
html/housei/21120230607044.htm.

(12) Law on the Promotion of the Supply and Use of Low-Carbon Hydrogen, etc., for
the Smooth Transition to a Decarbonized Growth-Oriented Economic Structure
(Hydrogen Society Promotion Act) [脱炭素成長型経済構造への円滑な移行のための低
炭素水素等の供給及び利用の促進に関する法], Law No. 37 of 2024), https://laws.e-gov.
go.jp/law/506AC0000000037.

(13) Law on carbon dioxide sequestration projects(CCS Business Act)[二酸化炭素の貯留
事業に関する法律], Law No. 38 of 2024 (Japan).

(14) Cabinet Secretariat, The Situation Surrounding GX and Future Initiatives [GX
をめぐる情勢と今後の取組について] (Aug.2025), https://www.cas.go.jp/jp/seisaku/
gx jikkou kaigi/dai15/siryou1.pdf.

(15) METI, Energy White Paper, Part 2 Energy Trends, Chapter 1 Domestic Energy
Trends, Section 4 Secondary Energy Trends[第 2部 エネルギー動向 第 1章 国
内エネルギー動向 第 4節 二次エネルギーの動向], https://www.enecho.meti.go.jp/
about/whitepaper/2024/html/2-1-4.html.
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approximately 70% of the nation’s total electricity supply.(16) Within this

category, LNG (17) and coal(18) emerge as the principal sources.

A salient feature of Japan’s energy landscape is its pronounced reliance

on imported fossil fuels. This dependency has been further intensified

by the extensive suspension of nuclear power plants following the 2011

Great East Japan Earthquake.(19) Fourteen years have elapsed since

this unprecedented catastrophe―an event that could have served as a

transformative juncture for Japan to spearhead innovative energy policies

and assume a leadership role in global decarbonization efforts. Nevertheless,

Japan did not capitalize on this opportunity to effectuate fundamental

changes.

1. Japan’s Power Source Mix

a. Renewable Energy in Japan’s Electricity Generation: Regulatory

and Institutional Context

Per the most recent data, renewable energy sources―including

solar, wind, hydroelectric, and biomass energy―constitute approximately

20%(20) of the total electricity generation in Japan. Within this portfolio,

solar energy represents the largest share, followed by hydroelectric

energy. Despite these advances, Japan’s energy mix remains predominantly

dependent on fossil fuels, highlighting the need for more robust regulatory

and institutional frameworks to facilitate its energy transition.

(16) Agency for Natural Resources and Energy(ANRE), Ministry of Economy, Trade
and Industry(METI), Summary of Results [Mar. 2025][結果概要 2025年 3月分]
(Mar. 2025), https://www.enecho.meti.go.jp/statistics/electric power/ep002/pdf/2024/
0-2024.pdf.

(17) Id. (LNG, 33.7%).
(18) Id. (Coal, 31.2%).
(19) U.S. Energy Information Administration, Japan’s Nuclear Power After the 2011

Fukushima Accident, Today in Energy (Jan. 9, 2025), https://www.eia.gov/
todayinenergy/detail.php?id=64204.

(20) ANRE, Summary of Results [Mar. 2025] [結果概要 2025年 3月分]. (When
hydropower (8.9%) and new energy (9.5%) are added together, the total is 18.4%.)
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b. Unbundling and Structural Reform of the Electricity Sector

To enhance market efficiency and regulatory oversight, Japan has

undertaken the process of unbundling its electricity sector, with particular

emphasis on the separation of power transmission and distribution

functions.(21) Japan initiated power sector unbundling through accounting

separation measures in the early 2010s as a preparatory step before legally

unbundling transmission and distribution functions in 2020, pursuant to

amendments to the Electricity Business Act.(22)

Under the current regulatory regime, transmission and distribution

companies are established as legally distinct entities, typically structured

as subsidiaries of parent utility corporations. Nevertheless, legal scholars

and energy policy specialists have criticized the unbundling process as being

incomplete, citing the persistence of structural and operational linkages

that may undermine fair competition and impede the development of

decentralized renewable energy systems.(23)

(21) ANRE, Electricity will change even more in 2020 with the spin-off of the power
transmission and distribution sector[2020年、送配電部門の分社化で電気がさ
らに変わる] (Nov.17, 2017), https://www.enecho.meti.go.jp/about/special/tokushu/
denryokugaskaikaku/souhaidenbunshaka.html.

(22) The Electricity Business Act[電気事業法], Law No. 170 of 1964(revised in 2020),
Art.3, 27-4 to 27-12 See also, METI, Guideline of the Electricity Business Act in
2020[2020年度版電気事業法の解説], https://www.enecho.meti.go.jp/category/electricity
and gas/electric/shiryo joho/data/2020.pdf.

Koichiro Ito (RIETI, Rearch Institute of Economy, Trade and Industry), Challenges
Posed by the Full Liberalization of the Electricity Market, (Apr. 21, 2016), https://
www.rieti.go.jp/en/papers/contribution/ito-koichiro/01.html; Electricity Business
Act, arts. 42-6, 42-7.

(23) The Electricity Business Act does not adopt capital separation.
Hiroshi Takahashi, Assessment of Power Transmission and Distribution
Unbundling (1): Utilizing the ITO Model (Jan.1, 2024), https://www.renewable-
ei.org/en/activities/column/REupdate/20241204 1.php. (Takahashi proposes the
introduction of the “ITO model (independent transmission operator model),” which
is intermediate between ownership unbundling and legal separation, as a solution
that allows the benefits of ownership unbundling to be enjoyed while maintaining
neutrality.)
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c. Electricity Tariff Regulation and Market Liberalization

Electricity tariffs in Japan are determined by a cost-based regulatory

model, commonly referred to as the total cost pricing system or cost-plus

pricing.(24) Under this framework, tariffs are calculated by aggregating

all allowable costs incurred by utilities―including expenditures on fuel,

labor, and capital depreciation―together with a reasonable rate of return

on investment. Any proposed modification to tariff rates requires either

prior approval or formal notification from the Ministry of Economy, Trade

and Industry (METI).(25) Notably, this traditional regulatory structure now

coexists with ongoing efforts to liberalize the electricity market, resulting

in a complex regulatory environment in which market mechanisms and

administrative pricing models operate concurrently.(26)

d. Legal and Policy Evolution of Renewable Energy Support Mechanisms

in Japan

The principal catalyst for the expansion of renewable energy in Japan has

been the introduction of the FIT scheme in 2012. The FIT system imposes a

statutory obligation on electricity utilities to purchase electricity generated

from specified renewable sources―including solar, wind, and biomass energy

and small-scale hydropower―at a fixed, government-determined price for

a guaranteed duration.(27) This regulatory arrangement has substantially

enhanced revenue predictability for renewable energy producers, thereby

stimulating capital investment, particularly in solar photovoltaic projects.

As a direct consequence of the FIT scheme, the proportion of renewable

(24) Electricity Business Act, art.19. https://www.digital.archives.go.jp/img/688465.
(25) Id.
(26) Eri Kanamori, The Cost of Nuclear Power in Deregurated Market in Japan, [電力

自由化時代における総括原価方式の維持] 55(2) Ritsumeikan business review 1(2016),
https://ritsumei.repo.nii.ac.jp/records/1209.

(27) Renewable Energy Use Promotion Special Measures Act (Act on Special Measures
Concerning Procurement of Electricity from Renewable Energy Sources by
Electricity Utilities) [再生可能エネルギー電気の利用の促進に関する特別措置法、再エ
ネ特措法], arts.3, 4, 9.
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energy in Japan’s total electricity generation has increased significantly,

rising from 10.4% in fiscal year 2011 to 21.7% in fiscal year 2022.(28) This

marked growth underscores the efficacy of the FIT as a legal and

policy instrument for accelerating the deployment of low-carbon energy

technologies.

A central legal and policy issue associated with the FIT system

concerns the socialization of its costs. The financial burden incurred by

utilities in purchasing renewable electricity is transferred to end users

through the imposition of a renewable energy surcharge on electricity

bills.(29) Consequently, both residential and commercial consumers are

required to bear the costs of supporting renewable energy deployment,

raising salient questions regarding distributive equity and the long-term

viability of the FIT-based financing model.(30)

The fixed-price purchasing mechanism under the FIT regime has resulted

in a mounting financial burden on electricity consumers due to renewable

energy surcharges.(31) In response to concerns regarding cost allocation and

to reduce the degree of governmental intervention in electricity pricing,

the Feed-in Premium (FIP) system was introduced in April 2022.(32) Under

the FIP, renewable energy producers are mandated to sell the electricity

they generate directly on the wholesale electricity market.(33) In addition to

(28) ANRI, Current Status of Domestic and International Renewable Energy and
Issues for This Year’s Procurement Price Calculation Committee[国内外の再生可
能エネルギーの現状と今年度の調達価格等算定委員会の論点案] (Sept. 2024),
https://www.meti.go.jp/shingikai/santeii/pdf/095 01 00.pdf.

(29) REI and Institute for Sustainable Energy Policies, Considerations on the Feed-in
Tariff (FIT) System from the Consumer Perspective[消費者の観点から見た固定価
格買取制度（FIT）のあり方について] (July 2012), at 1-3, https://www.renewable-
ei.org/images/pdf/20120703/20120703 FIT consumer final.pdf.

(30) Id. at 2,8,16.
(31) Id. at 16-17.
(32) Renewable Energy Use Promotion Special Measures Act[再エネ特措法], arts. 3, 4,

15-6.
(33) Ministry of the Environment (MoE) (Japan), Challenges and Measures for Large-

Scale Introduction of Renewable Energy (2022), https://www.env.go.jp/content/
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market-based revenues, they receive a government-administered premium

―a fixed subsidy designed to bridge the gap between a benchmark price

(reflecting expected revenue) and the actual market price. Unlike the FIT,

the FIP exposes producers to market risks, thereby aligning their operations

more closely with competitive market principles.(34)

The Japanese government has articulated its intention to progressively

transition from the FIT to the FIP as the principal mechanism for

supporting renewable energy deployment. The FIP system is anticipated

to promote greater market integration of renewable energy and contribute

to the revitalization of Japan’s electricity market by fostering price

responsiveness and competition.(35) Nevertheless, achieving cost reductions

through technological innovation remains a critical objective, particularly

in the domains of next-generation solar photovoltaics, offshore and onshore

wind, and geothermal energy. Sustained investment in technological

development is essential for ensuring the long-term economic sustainability

and scalability of these sectors.

Currently, the FIT and FIP systems operate simultaneously.(36) The rapid

expansion of renewable energy capacity under these frameworks has also

engendered legal and regulatory challenges. In certain cases, power

producers have been found to violate land use or environmental regulations,

eliciting opposition from local communities situated near renewable energy

900449314.pdf.
(34) METI, Evolution Toward a Competitive Renewable Energy Industry [第 1節 競争

力のある再エネ産業への進化] (Dec. 31, 2022), https://www.enecho.meti.go.jp/about/
whitepaper/2022/html/3-3-1.html.

(35) Satoshi Kurokawa, Energy Law in the Low-Carbon Transition in Japan: The
Tough Road to a Low-Carbon Society after the Fukushima Nuclear Crash, in
Handbook of Energy Law in the Low-Carbon Transition 435, 435-450.

(36) METI, 2025 Guidebook on the Feed-in Tariff and Feed-in Premium Systems[再生可
能エネルギーFIT・FIP制度ガイドブック 2025], (2025), https://www.enecho.meti.go.jp/
category/saving and new/saiene/data/kaitori/2025 fit fip guidebook.pdf.
Renewable Energy Use Promotion Special Measures Act[再エネ特措法],arts.2-2, 3,
4, 15-12.
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installations. Such infractions, including deforestation-related activities,

may exacerbate environmental risks, such as heightened vulnerability to

natural disasters.

Pursuant to recent amendments to the Act on Special Measures

Concerning the Procurement of Renewable Energy by Electricity Utilities

(the Renewable Energy Special Measures Act), developers are now legally

required to conduct prior explanatory meetings with local residents

regarding the establishment of power generation facilities.(37) Failure to

comply with this procedural obligation may result in the suspension of

FIT and FIP subsidy payments, thereby underscoring the commitment

in the regulatory framework to procedural transparency and community

engagement.(38)

Furthermore, beginning in 2023, the approval process for land

development projects linked to FIT and FIP applications that present

elevated risks of natural disasters has been subject to more stringent

enforcement measures.(39) These regulatory enhancements reflect the

broader policy objectives of strengthening risk management, ensuring

the protection of local communities, and advancing the integration

of environmental and disaster prevention considerations into Japan’s

renewable energy governance framework.(40)

(37) Renewable Energy Use Promotion Special Measures Act[再エネ特措法],arts.9(4)(vi),
10(1),10(4).

(38) Regulations for Enforcement of the Act on Special Measures Concerning
Procurement of Electricity from Renewable Energy Sources by Electricity Utilities
(Renewable Energy Use Promotion Special Measures Act) [再生可能エネルギー電
気の利用の促進に関する特別措置法施行規則], Ordinance No. 46 of 2012, art. 4-2-3
(Japan).

(39) Renewable Energy Use Promotion Special Measures Act[再エネ特措法], arts.9(2), (4).
(40) Regulations for Enforcement of the Act on Special Measures Concerning

Procurement of Electricity from Renewable Energy Sources by Electricity
Utilities(Renewable Energy Use Promotion Special Measures Act) [再生可能エネル
ギー電気の利用の促進に関する特別措置法施行規則], art.4-2-3.
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e. Nuclear Power Generation

In the aftermath of the Fukushima Daiichi nuclear accident, there was

a nationwide suspension of operations in all nuclear power plants in

Japan. Although certain facilities have subsequently resumed operations,

the aggregate number of active nuclear power plants remains markedly

diminished relative to pre-accident levels.(41)

Japan’s NDC articulates interim GHG reduction targets, specifically a

60% reduction (equivalent to 570 million tons) from 2013 levels by fiscal

year 2035 and a 73% reduction (equivalent to 380 million tons) by fiscal

year 2040.(42) These benchmarks function as critical milestones on the

trajectory toward achieving carbon neutrality by 2050.Japan appears to be

making steady progress toward its 2050 carbon neutrality goal. However,

the interim targets are exceptionally ambitious.(43) Given the inherent

uncertainties associated with future developments, the practical feasibility

of achieving these targets remains subject to considerable doubt; they

may be characterized as aspirational and exceedingly difficult to realize in

practice.(44)

(41) METI, Strategic Energy Plan, https://www.enecho.meti.go.jp/en/category/others/
basic plan/.

(42) MoE, Japan’s Nationally Determined Contribution (NDC), https://www.env.go.jp/
content/000291805.pdf.
Enerdata, Japan’s updated NDC plans a 73% cut in GHG emissions by 2040 from
2013 levels (Feb. 19, 2025), https://www.enerdata.net/publications/daily-energy-
news/japan-cuts-ghg-emissions-2040.html

(43) The government has declared that the NDC for 2020 will be a 46% reduction from
2013 levels, with a further reduction to 50% by 2030.

(44) METI, Trends and Issues Regarding Nuclear Power[原子力に関する動向と課題・論
点] (Oct. 29, 2024), https://www.meti.go.jp/shingikai/enecho/denryoku gas/genshiryoku/
pdf/042 01 00.pdf.
See also, Institute for Sustainable Energy Policies, Key Issues in Japan’s Strategic
Energy Plan (Sept. 3, 2024), https://www.renewable-ei.org/pdfdownload/activities/
REI eneki IP 2409.pdf.
Hideo Oshima, Evaluation of Japan’s Green Transformation Strategy and Future
Required Efforts, Japan Research Institute[わが国のGX戦略の評価と今後求められ
る取り組み] (Mar. 2, 2023), https://www.jri.co.jp/page.jsp?id=104631.
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2. Japanese Politics, Energy Policy, and Political Characteristics

a. Political Structure and Climate Policy Consensus

Since 2012, a defining feature of Japanese politics has been the

predominance of a strong ruling party alongside comparatively weak

opposition parties.(45) Both the ruling and opposition blocs broadly concur

on the necessity of advancing climate change mitigation measures.

Consequently, the pursuit of climate policy is unlikely to be disrupted by

a change in government.(46) Nevertheless, while the general public appears

to comprehend the overarching objectives of climate policy, there has been

a conspicuous lack of substantive public discourse regarding the specific

means of implementation and the degree of societal burden that such

measures may entail. Notably, there are no significant points of contention

between the ruling and opposition parties concerning the promotion of GX

initiatives. Therefore, policy trajectory for climate change mitigation is

expected to remain stable irrespective of electoral outcomes.

b. Legislative Process and Influence of Interest Groups

Legislation pertaining to the electricity sector is predominantly

deliberated within the National Diet,(47) which, under Japan’s

parliamentary cabinet system,(48) retains exclusive legislative

authority.(49) While statutory enactments are the formal prerogative of

the Diet, interest groups―most notably the electric power industry―
exert considerable influence over the legislative process through political

contributions and advocacy.(50) Key policy instruments, including the Basic

(45) Ko Maeda, Balance-Minded Voting in Post-2012 Japan, 63(6) Asian Survey
934(2023).

(46) Hiroshi Ohta and Brendan F.D. Barrett et al., Politics of Climate Change and
Energy Policy in Japan: Is Green Transformation Likely?, 17 Earth System
Governance 3 (2023), https://doi.org/10.1016/j.erss.2023.103049.

(47) Constitution of Japan, art.41.
(48) Id. arts.66(3), 67(1), 68(1), 69.
(49) Id. art.41.
(50) Influence Map, The Power Behind the Plan: Japan’s Energy and Climate
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Energy Plan,(51) Plan for Global Warming Countermeasures,(52) and GX

2040 Vision,(53) are heavily informed by the interests of electric utilities and

high-emission industrial sectors.

In his policy address in October 2020, Prime Minister Suga declared

Japan’s goal to achieve carbon neutrality by 2050.(54) The 6th Strategic

Energy Plan(55) was announced in 2021, when restarting nuclear power

plants became a fundamental policy direction.

c. Policy Formulation and Administrative Dynamics

At times, the formulation of energy policy has been shaped by external

political developments. For example, following President Trump’s election in

2024, policy discussions in Japan accelerated, culminating in the drafting of

the Basic Energy Plan.(56) Notably, the Energy Agency did not release any

concrete energy policy proposals between May and November 2024.(57) It

Policy, (May 28, 2025), https://influencemap.org/briefing/The-Power-Behind-the-
Plan-Japan-s-Energy-and-Climate-Policy-32618.

(51) Framework Act on Energy Policy[エネルギー政策基本法], Law No. 71 of 2002,
art.12(Japan).

(52) Act on the Promotion of Measures to Cope with Global Warming[地球温暖化対策の
推進法], Law No. 117 of 1998, arts.8,9(Japan).

(53) Cabinet Secretariat, Summary of the GX 40 vision[GX2040ビジョンの概要](Feb.
2025), https://www.meti.go.jp/press/2024/02/20250218004/20250218004-3.pdf.

(54) Prime Minister Yoshihide Suga, Policy Speech by Prime Minister Suga at the 203rd
Session of the Diet, Statement, (Oct. 28, 2020), https://www.kantei.go.jp/jp/99 suga/
statement/2020/1026shoshinhyomei.html.

(55) The 6th Strategic Energy Plan(Oct.2021).
(56) METI, Cabinet Decision on the 7th Strategic Energy Plan(Feb.18, 2025),

https://www.meti.go.jp/english/press/2025/0218 001.html.
(57) METI, Advisory Committee for Natural Resources and Energy.

https://www.enecho.meti.go.jp/en/committee/council/basic policy subcommittee/.
(The subcommittees of the ANRE formulating the Basic Energy Plan include
various subcommittees and working groups established under the Basic
Policy Subcommittee. These include: The Subcommittee on Next-Generation
Energy Supply and Demand Structure with a View to Carbon Neutrality by
2050, The Subcommittee on Reforming Systems for Mainstreaming Renewable
Energy, The Subcommittee on Building a Sustainable Electric Power System,
The Subcommittee on Long-Term Energy Supply and Demand Outlook, The
Subcommittee on Reforming Systems Related to Promoting Renewable Energy
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is widely believed that the Energy Agency under the METI had already

prepared a draft plan in anticipation of the US presidential election

outcome. Upon confirmation of the election results, the agency convened

subcommittees to deliberate on the Basic Plan, thereby reinforcing the

policy’s institutional legitimacy.

d. Public Participation and Procedural Safeguards

Public comment procedures are an established formal requirement in

the policymaking process, as mandated by Japan’s Basic Act on Energy

Policy(58) and the Administrative Procedure Act.These procedures are

designed to promote transparency and facilitate public participation in

administrative decision-making.(59) Nevertheless, in May 2024―prior to

the initiation of the official public comment period―then-Prime Minister

Kishida announced at the GX Implementation Conference that Japan would

recommence its reliance on nuclear energy.(60) This declaration effectively

preempted the public consultation process and may have constrained the

deliberative function of public comments. The subsequent solicitation of

public opinions risks being perceived as a procedural formality, primarily

intended to mitigate public dissatisfaction and opposition, rather than as a

bona fide effort to integrate diverse perspectives into the policy formulation

process.

3. Legal Framework Governing Japan’s GX Policies

This section provides a critical overview of the legal architecture

underpinning Japan’s three principal policies associated with GX. The GX

Introduction, and The Working Group on Power Generation Cost Verification.)
(58) Framework Act on Energy Policy[エネルギー政策基本法], art.12(Japan). Administrative

Procedure Act[行政手続法], Law No. 88 of 1993, arts. 39-41 (Japan).
(59) Administrative Procedure Act[行政手続法], art.1.
(60) Cabinet Secretariat, GX Implementation Council, Meeting Materials & Minutes

[GX実行会議], https://www.cas.go.jp/jp/seisaku/gx jikkou kaigi/index.html.
METI, Basic Policy Subcommittee, “Discussion Materials No. 55-5,[我が国のグリー
ントランスフォーメーションの加速に向けて]” (May 2024).
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Implementation Council established a foundational policy direction for GX,

which culminated in the enactment of the GX Promotion Act and GX

Decarbonization Power Source Act. In accordance with the GX Promotion

Act,(61) the Cabinet formally adopted the GX Promotion Strategy(62) as an

official policy instrument. Within Japan’s administrative system, major

policy decisions and legislative initiatives require authorization through

cabinet decisions, necessitating a consensus among ministers representing

diverse governmental ministries.

Notably, these legislative advancements were predominantly orchestrated

by the METI, rather than the Ministry of the Environment.(63) This

institutional dynamic underscores the prevailing influence of economic and

industrial interests in the formulation of Japan’s energy policy.

The Energy Agency of Japan(64) functions as an internal bureau

within the METI. Following the Great East Japan Earthquake, the

agency underwent comprehensive reorganization, receiving a mandate

to fundamentally reassess and restructure the nation’s energy strategy.

Currently, the Energy Agency serves as the principal administrative

entity responsible for formulating and implementing policies governing the

utilization of both nuclear power and renewable energy resources.

4. GX Strategy Meeting and Basic Energy Plan

The GX Promotion Strategy and Basic Energy Plan(65) articulate the

principal policy objectives guiding Japan’s GX. First, the promotion of GX

(61) The GX Promotion Act, art.6.
(62) Cabinet Decision, The Basic Policy for the Realization of GX- A roadmap for

the next 10 years -(Feb.2023), https://www.cas.go.jp/jp/seisaku/gx jikkou kaigi/pdf/
kihon en.pdf.

(63) ClientEarth Japan, Legal issues and challenges in the process of developing the 7th
Strategic Energy Plan(July, 2024), https://www.clientearth.asia/media/z5bia0gk/
executive-summary-strategic-energy-plan-advisory-committee-japan.pdf.

(64) The Agency for Natural Resources and Energy, https://www.enecho.meti.go.jp/en/.
(65) The 7th Strategic Energy Plan[第 7次エネルギー基本計画](Feb.2025), https://www.

enecho.meti.go.jp/category/others/basic plan/pdf/20250218 01.pdf.
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is predicated on the foundational premise of ensuring stable and reliable

energy supply. In tandem, the government is committed to advancing

comprehensive energy conservation measures while designating renewable

energy as the primary power source.(66) The 7th Strategic Energy Plan

expressly sets forth the objective of substantially increasing the proportion

of renewable energy within the national energy mix, with the explicit aim

of establishing renewables as Japan’s principal energy source by fiscal year

2040.(67)

a. GX 2040 Vision and Policy Formalization

In February 2025, the government adopted the GX 2040 Vision―a

long-term strategic framework designed to advance GX in a manner

that harmonizes the dual imperatives of energy security and economic

growth.(68) These policy directions were formalized through a cabinet

decision―a legally recognized administrative procedure whereby the

cabinet, comprising all government ministers,(69) collectively endorses

major policy initiatives, submits legislative proposals to the National

Diet,(70) and authorizes specific administrative actions.

Within the Japanese governance structure, the cabinet possesses the

authority to prepare and submit the national budget.(71) However, the

procedural requirements for the enactment of legislation and approval of

budgets are institutionally distinct,(72) reflecting the separation of powers

and procedural safeguards embedded within Japan’s administrative and

legislative frameworks.

(66) Id. at 24.
(67) Id. at 26-28.
(68) METI, GX2040 Vision: Revised Strategy for Promoting the Transition to a

Decarbonized Growth Economy Structure[GX2040ビジョン～脱炭素成長型経済構造移
行推進戦略 改訂～](Feb.2025), https://www.meti.go.jp/press/2024/02/20250218004/
20250218004-1.pdf.

(69) Constitution of Japan, art.66(3).
(70) Id. art. 72.
(71) Id. arts. 60,86.
(72) Id. arts. 59,86.
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b. Quantitative Targets and Technological Objectives under the GX

Promotion Strategy

The GX Promotion Strategy articulates an ambitious quantitative

objective(73) to increase the deployment scale of relevant decarbonization

technologies by more than eightfold over the forthcoming decade, relative

to the preceding 10-year period. Central to this strategy are the

commercialization and societal integration of next-generation solar cells and

floating offshore wind power.

c. Policy Realignment: Endorsement of Nuclear Power Reuse

A significant policy realignment is manifest in both the GX Promotion

Strategy and the 2025 revision of the Basic Energy Plan,(74) which now

explicitly endorse the reuse of nuclear power.(75) This stance represents a

notable departure from earlier iterations of the 6th Strategic Energy Plan,

which prioritized the gradual reduction of nuclear energy as a principal

policy goal.(76)

d. Evolution of Nuclear Energy Policy in the 7th Strategic Energy Plan

A further shift in Japan’s nuclear energy policy is evident in the language

and content of the 7th Strategic Energy Plan.(77) The term “reduction,”

previously associated with nuclear power, has been deliberately omitted.

The Plan now expressly provides for the construction of next-generation

innovative reactors within the premises of nuclear power plants where

(73) METI, The Pathways to Japan’s Green Transformation(GX).
(74) The 7th Strategic Energy Plan(Feb.2025).
(75) Id. at 35. (nuclear power is a highly autonomous power source with excellent

stability of supply and technological self-sufficiency, capable of maintaining power
generation for several years using only domestically held fuel, and has a cost
level comparable to other power sources with minimal fluctuations. It is also a
decarbonized power source capable of stable power generation at a constant output
regardless of weather conditions)

(76) The 6th Strategic Energy Plan(Oct.2021), at 7.
(77) The 7th Strategic Energy Plan(Feb.2025), at 17. (Rather than a binary debate

between renewable energy and nuclear power, we should maximize the use of both
renewable energy and nuclear power.)
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decommissioning has been determined.

e. Expansion of Reactor Replacement Conditions

The policy trajectory was further broadened by the 7th Strategic Energy

Plan,(78) which expanded the permissible conditions for reactor replacement.

While the prior regulatory framework confined new reactor construction to

sites of decommissioned reactors, the revised policy permits the installation

of next-generation reactors within the broader premises of nuclear power

facilities operated by companies that have resolved to decommission at least

one reactor.(79) This proviso effectively authorizes the construction of new

nuclear reactors at alternative locations within the same corporate entity,

thereby relaxing previous spatial constraints and enhancing operational

flexibility.

f. Revisions to Reactor Lifespan Regulation

In parallel, Japan has revised its regulatory approach to nuclear reactor

lifespans. Although the standard operational limit for nuclear reactors

remains set at 40 years,(80) extensions of up to 20 additional years are

now permissible, contingent upon the successful completion of rigorous

safety inspections.(81) This regulatory adjustment enables a maximum

operational life of 60 years for nuclear reactors. Nevertheless, it is projected

that by 2040, more than 3 million kilowatts of existing nuclear capacity

will reach this 60-year threshold, potentially resulting in a significant

reduction in electricity supply from current-generation reactors.(82) This

(78) Id. at 41.
(79) Id.
(80) The Electricity Business Act[電気事業法], art.27-29-2, (2), (4).

See also, METI, Overview of the Nuclear Power Plant Operating License Exten-
sion System[原子力発電の運転延長認可制度概要](Feb.2025),https://www.enecho.meti.
go.jp/category/electricity and gas/electric/summary/operational period/gaiyou.pdf.

(81) The Electricity Business Act[電気事業法], art.27-29-2, (4)(v).(Any time during which
safety reviews are not passed will be deducted.)

(82) Romain Zissler(REI), Japan’s FY 2030 & FY 2040 Nuclear Power Targets Are
Probably Out of Reach (Mar.2025), https://www.renewable-ei.org/en/activities/
column/REupdate/20250321.php.
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impending decline underscores the need for continued policy adaptation and

investment in next-generation nuclear technologies to ensure the stability

and sustainability of Japan’s energy supply.(83)

To address the dual challenges of energy supply shortfalls and rising

electricity costs, both the 7th Strategic Energy Plan(84) and the GX

2040 Vision(85) emphasize the importance of cost reduction and system

optimization as central policy objectives. A key priority in this regard

is the strengthening of inter-regional power transmission infrastructure,

which is essential for ensuring grid stability and facilitating the large-

scale integration of renewable energy sources across Japan’s geographically

fragmented energy system.(86)

In addition to transmission enhancements, the government has

identified several complementary measures to improve the flexibility

and resilience of the energy system. These include the expansion of

battery storage capacity to accommodate fluctuations in renewable energy

output and the utilization of excess electricity through pumped-storage

hydropower, particularly during periods of peak demand.(87) The promotion

of biomass power generation(88) has also been highlighted as a means of

diversifying renewable energy portfolios while contributing to long-term

sustainability goals. Moreover, the implementation of demand response (DR)

(83) METI, Issues and Responses Regarding Nuclear Power Policy[原子力政策の課題と
対応について] (Feb.2021), https://www.meti.go.jp/shingikai/enecho/denryoku gas/
genshiryoku/pdf/021 03 00.pdf.

(84) The 7th Strategic Energy Plan(Feb.2025), at 43. (To achieve cost reductions
through streamlining existing operations and maintenance, as well as more
flexible operations, we are working on optimizing and automating thermal power
generation operations using AI and IoT, developing thermal power technologies
with superior responsiveness to load fluctuations and enhanced flexibility, and
other initiatives.)

(85) GX2040 Vision (Feb. 18, 2025), at 12.
(86) Id. at 11-18.
(87) The 7th Strategic Energy Plan(Feb.2025), at 48.
(88) Id. at 34.

148



明治大学　法律論叢 98巻 4・5号：責了 book.tex page149 2026/02/06 10:52

Public Law Analysis of Japan’s Energy Policy for 2025（Tsuji）

mechanisms(89) is expected to play a critical role in modulating electricity

consumption on the demand side, thereby enhancing the overall efficiency

and adaptability of the energy system.

Beyond the electricity sector, the 7th Strategic Energy Plan

outlines a series of policy measures targeting the use of non-fossil

sources.(90) The government aims to accelerate the deployment of high-

efficiency technologies and promote energy-saving innovations across both

industrial(91) and residential sectors.(92) These initiatives are intended to

reduce overall energy consumption and support the broader decarbonization

agenda.

5. The Government’s Return to Nuclear Power

a. Japan’s Return to Nuclear Power: Legal and Policy Analysis

Despite the profound consequences of the Fukushima Daiichi nuclear

accident and the absence of a globally recognized solution for nuclear safety

and waste management, in the 7th Strategic Energy Plan,(93) the Japanese

government formally declared its intention to reintegrate nuclear power into

its national energy strategy. Nevertheless, the persistent and unresolved

issue of nuclear waste disposal(94) continues to cast a long shadow on Japan’s

nuclear policy. Compounding these challenges are the protracted timelines

and escalating costs associated with the construction and replacement of

nuclear reactors, which have contributed to rising overall power generation

costs.

b. The S+3E Principle and Nuclear Safety

The Basic Energy Plan articulates its core policy framework based on

(89) Id. at 47-48.
(90) Id. at 20.
(91) Id. at 21.
(92) Id. at 22.
(93) Id. at 14, 75.
(94) Id. at 37.
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the S+3E principle(95) : safety, energy security, economic efficiency, and

environmental sustainability. The imperative to ensure nuclear safety is

axiomatic for the continued operation of nuclear power plants. However,

Japan faces acute demographic challenges, most notably, an aging workforce

with specialized experience in nuclear safety management.(96) Negative

public perceptions of nuclear power further deter younger generations from

entering this sector. The increasing sophistication of cyberattacks has added

an additional layer of complexity to the maintenance of nuclear safety and

security.(97)

c. Policy Objectives and Regional Recovery

The 7th Strategic Energy Plan opens with the assertion that “there can

be no recovery of Tohoku without the recovery of Fukushima, and there

can be no revival of Japan without the recovery of Tohoku.”(98) The Plan

thus seeks to achieve both regional recovery and the decommissioning

of damaged facilities. It establishes a target for nuclear power to

account for approximately 20% of total electricity generation, justified by

the dual imperatives of energy security and decarbonization. The Plan

also emphasizes maximizing the utilization of existing reactors and the

development and deployment of next-generation innovative reactors.

d. Institutional Separation and Regulatory Governance

Since the effective suspension of nuclear power generation in 2012,

Japan has institutionalized a separation of powers between agencies

responsible for nuclear safety and those tasked with energy policy and

(95) Id. at 14-16.
(96) METI, The 69th Meeting of the Subcommittee on Basic Policy, Council for Comprehensive

Energy and Resources [第 69回総合資源エネルギー調査会基本政策分科会] (June 2,
2025), at 16.

(97) Kenji Shimoyama, Domestic Energy Law Developments and Environmental
Conservation, Presentation at the Human Environmental Issues Research
Association, (Mar. 8, 2025) (He points out that the priority of S+3E has changed in
the plan.).

(98) The 7th Strategic Energy Plan(Feb.2025), at 6.
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operational efficiency.(99) The Agency for Natural Resources and Energy

(ANRE), within the METI, oversees energy supply and the economic

aspects of nuclear power. In contrast, the Nuclear Regulation Authority

(NRA), under the Ministry of the Environment, is charged exclusively with

nuclear safety. Established as an independent administrative commission

pursuant to Article 3(2) 2 of the National Government Organization

Act,(100) the NRA exercises regulatory authority autonomously, akin to the

U.S. Environmental Protection Agency. The NRA is chaired by a technically

qualified, politically unaffiliated individual with demonstrable expertise

in nuclear accident management(101) and a commitment to independent

scientific judgment. The NRA remains subject to legislative authority(102) ;

any statutory amendments affecting nuclear regulation is subject to the

Diet. According to the statute, changes to safety standards or reactor

lifespan extensions must be implemented and enforced by the NRA with

its institutional independence.

e. Energy Mix Diversification and Policy Critique

The 2025 Basic Energy Plan identifies three principal objectives:

diversifying Japan’s energy mix(103) to avoid overreliance on any single

energy source, strengthening energy conservation measures,(104) and

expanding the diversity of fossil fuel supplier countries.(105) Although the

(99) METI, Japan’s Energy: 150 Years of History (6)] Overcoming the Earthquake and
the Nuclear Power Plant Accident, Toward the Future of Energy[【日本のエネルギー、
150年の歴史⑥】 震災と原発事故をのりこえ、エネルギーの未来に向けて](June 26,
2018).

(100) National Government Organization Act[国家行政組織法], Law No. 120 of 1948,
art.3(2)(Japan).
Act on the Establishment of the Nuclear Regulation Authority[原子力規制委員会
設置法], Law No.47 of 2012, arts.2,3,4(Japan).

(101) Act on the Establishment of the Nuclear Regulation Authority[原子力規制委員会
設置法], arts. 5, 7.

(102) Constitution of Japan, art. 41.
(103) The 7th Strategic Energy Plan(Feb.2025), at 17-18.
(104) Id. at 19-20.
(105) Id. at 20-21.
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transition from fossil fuels to renewable energy is articulated as a top

policy priority, critics contend that the plan lacks internal consistency and

coherence in its prioritization, thereby raising questions about its normative

appropriateness and effectiveness.(106)

f. Community Concerns and Nuclear Fuel Cycle Policy

The 2025 Basic Energy Plan also acknowledges the ongoing

concerns(107) of local communities regarding the safety and trustworthiness

of government agencies and electric utility companies in the context of

nuclear power. While Japan officially maintains a policy of reprocessing

spent nuclear fuel and utilizing extracted plutonium,(108) critical

infrastructure projects―including the Rokkasho Reprocessing Plant(109)

and the MOX Fuel Fabrication Plant―have experienced repeated delays. In

light of the increased emphasis on nuclear power in recent energy strategies,

the government has sought to enhance transparency in communicating the

nature and scale of nuclear energy demand to the public.(110)

g. High-Level Radioactive Waste Management

In the 7th Strategic Energy Plan, the Japanese Cabinet introduced a

policy to advance the deep geological disposal of high-level radioactive

waste.(111) This policy is grounded in scientific assessments conducted by

geological experts, and constitutes a legally sanctioned

step toward addressing Japan’s long-standing challenges in nuclear waste

management.(112)

(106) Japan Research Institute, The Direction of the Basic Energy Plan Needed for Our
Country―Review of the 6th Basic Plan and Future Challenges― (Dec.12, 2024).
(This is analysis of the 6th Strategic Energy Plan).

(107) The 7th Strategic Energy Plan(Feb.2025), at 35,36.
(108) Id. at 37.
(109) Id. at 37-38.
(110) Id. at 40.
(111) Id. at 40.
(112) Cabinet decision, Basic Policy on the Final Disposal of Specific Radioactive Waste

(Apr. 2023). https://www.meti.go.jp/english/press/2023/0428 003.html.
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6. Balancing the Interests of Local Communities and the

Central Government

a. Uniform Application of Renewable Energy Surcharges and Issues

of Distributive Equity

In Japan, renewable energy surcharges are imposed uniformly across all

regions, irrespective of the local level of solar power adoption or other

renewable energy initiatives.(113) The costs associated with promoting

renewable energy are incorporated into electricity tariffs nationwide,

proportionate to the aggregate national adoption rate of renewables. This

uniform cost-sharing mechanism, although administratively

straightforward, raises salient questions regarding distributive equity.

In particular, it may be perceived as inequitable by regions that have

already made substantial progress in deploying renewable energy, as their

consumers are required to subsidize national efforts regardless of their own

achievements.

b. Expansion of Digital Infrastructure and Implications for Electricity

Demand

Japan’s ongoing expansion of digital infrastructure, notably the

development of large-scale data centers operated by electric power

utilities and artificial intelligence (AI) companies, is contributing to a

marked increase in national electricity demand.(114) These data centers

are recognized as significant consumers of electricity.(115) However, the

(113) Renewable Energy Use Promotion Special Measures Act, arts. 3(1), 4-9 et seq.
(114) METI, Challenges Facing the Electric Power System and Response Strategies (1)

― Verification of Electric Power System Reform[電力システムが直面する課題と対応
方針①～電力システム改革の検証～] (Sep.9, 2024).

(115) Berkeley Lab, 2024 United States Data Center Energy Usage Report (3
Dec., 2024). https://www.ourenergypolicy.org/resources/2024-united-states-data-
center-energy-usage-report/.
Electric Power Research Institute (Japan), Consideration and Future Projections
of Data Center Electricity Demand Characteristics [データセンターの電力需要の特
徴に関する考察と将来推計], serc25001, Aug. 25, 2025, https://criepi.denken.or.jp/
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confidential nature of their operations severely restricts public access to

information on energy consumption and cost structures. Consequently,

the financial burdens associated with the operation of these facilities

are frequently transferred indirectly to the general consumer through

electricity charges.(116) This lack of transparency limits opportunities for

public scrutiny and accountability, raising concerns about the equitable

distribution of costs and adequacy of regulatory oversight in the context of

Japan’s digital transformation.

c. Nuclear Power Subsidies, Local Consent, and Procedural Justice

In the nuclear energy sector, Japan’s policy of providing government

subsidies(117) for the construction of nuclear power plants has resulted in a

concentration of financial benefits within host municipalities. Although such

subsidies can serve as an important source of local economic support, they

could also generate divisions within communities regarding the desirability

and perceived safety of nuclear facilities. A particularly significant legal

issue arises from the fact that under current Japanese law, construction

of nuclear power plants does not require the formal consent of local

residents.(118) The absence of a legal obligation to obtain local approval

raises fundamental concerns about procedural fairness, environmental

justice, and the democratic legitimacy of nuclear siting decisions.(119) This

legal framework may be considered insufficiently responsive to the interests

and rights of affected communities, highlighting the need for enhanced

jp/serc/research/files/1674/pdf/serc25001.pdf.
(116) Eliza Martin & Ari Peskoe, Extracting Profits from the Public: How Utility

Ratepayers Are Paying for Big Tech’s Power, Harvard Law School Environmental
& Energy Law Program (Mar. 2025).

(117) Act on Special Measures for the Promotion of Areas Hosting Nuclear Power
Generation Facilities, etc.[原子力発電施設等立地地域の振興に関する特別法], Law
No. 148 of 2000, arts.7,8,9 (Japan).

(118) Yuichiro Tsuji, Renewable Energy and Defense Power in Japan, 48 Wm. & Mary
Env’t L. & Pol’y Rev. 739, 741 (2024), https://scholarship.law.wm.edu/wmelpr/
vol48/iss3/8.

(119) Id. at 743.
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participatory mechanisms and greater respect for local autonomy in the

decision-making process surrounding nuclear energy infrastructure.

III. Hydrogen and Ammonia in Japan’s Energy
Policy: Legal and Policy Perspectives

The 7th Strategic Energy Plan identifies hydrogen(120) as a critical

energy carrier for advancing Japan’s transition to a carbon-neutral society.

Hydrogen, alongside ammonia, is positioned to play a transformative role

in decarbonizing sectors that are otherwise challenging to electrify―notably

heavy industry and long-distance transportation.(121)

To mitigate the cost differential between emerging energy carriers―such

as hydrogen and ammonia―and conventional fossil fuels, including coal

and natural gas, the Japanese government, in concert with private-sector

stakeholders, has implemented a suite of policy measures. These include the

provision of financial subsidies,(122) targeted regulatory support,(123) and

the establishment of public-private partnerships.(124) Collectively, these

initiatives are designed to enhance the competitiveness of hydrogen

and ammonia technologies, stimulate innovation, and accelerate the

development of requisite infrastructure.

The METI further highlights the co-firing of ammonia with traditional

fossil fuels as a particularly promising technological advancement.(125)

(120) The 7th Strategic Energy Plan(Feb.2025), at 49-50.
(121) Id. at 50.
(122) Law on the Promotion of the Supply and Use of Low-Carbon Hydrogen[脱炭素成

長型経済構造への円滑な移行のための低炭素水素等の供給及び利用の促進に関する法
律], arts.1,2 (Japan).

(123) Id. arts.10(1), 32-34.
(124) METI, Public-Private Council for Promoting the Introduction of Synthetic Fuels

(e-fuels) 2023 Interim Report [合成燃料（e-fuel）の導入促進に向けた官民協議会
2023年 中間とりまとめ] (June 30, 2024), https://www.meti.go.jp/shingikai/energy
environment/e fuel/pdf/2023 chukan torimatome.pdf.

(125) ANRE, Initiatives for Introducing and Expanding Fuel Ammonia in Japan
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However, the pursuit of hydrogen and ammonia co-firing gives rise to two

principal concerns, explored further below.

1. Environmental Integrity and Emissions Accounting

The environmental benefits of hydrogen and ammonia are contingent upon

the carbon intensity of their production processes.(126) If these fuels are

produced using fossil fuel-derived feedstock without adequate measures,

their deployment may result in significant lifecycle GHG emissions. This

raises critical questions regarding the integrity of emissions accounting and

the genuine contribution of these technologies to decarbonization objectives.

2. Legal and Regulatory Frameworks

The widespread adoption of hydrogen and ammonia necessitates the

development of robust legal and regulatory frameworks to address issues

such as safety standards, transportation and storage protocols, and

market integration.(127) Japan has enacted the Hydrogen Society Promotion

Act(128) and the CCS Business Act,(129) thereby establishing comprehensive

legal frameworks for hydrogen- and ammonia-related activities,

encompassing safety standards, transportation, storage, and infrastructure

[我が国の燃料アンモニア導入・拡大に向けた取組について] (Feb. 2024), https://www.
meti.go.jp/shingikai/sankoshin/green innovation/energy structure/pdf/020 04 00.pdf.

(126) D. Anastasiadou, Smita Biswas & P. Styring, Electrochemical Nitrogen Reduction
to Ammonia Under Ambient Conditions, 45 Energy Rep. 4827 (2021).

(127) Law on the Promotion of the Supply and Use of Low-Carbon Hydrogen[脱炭素成
長型経済構造への円滑な移行のための低炭素水素等の供給及び利用の促進に関する法].
METI, Recent Developments in Hydrogen [水素を巡る最近の動きについて](June 26,
2024).
See also, US Congress CRS, Pipeline Transportation of Hydrogen: Regulation,
Research, and Policy (Mar. 2, 2021), https://www.congress.gov/crs-product/R46700.

(128) Law on the Promotion of the Supply and Use of Low-Carbon Hydrogen[脱炭素成
長型経済構造への円滑な移行のための低炭素水素等の供給及び利用の促進に関する法].

(129) Law on Carbon Dioxide Storage(CCS Business Act)[二酸化炭素の貯留事業に関す
る法律].
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development. The government’s Hydrogen Basic Strategy(130) articulates

a policy to streamline and optimize regulations by consolidating and

clarifying existing legal provisions to ensure the safe utilization of hydrogen.

Additionally, the Guidelines for Establishing Hydrogen and Ammonia

Reception Environments at Ports (2025) provide detailed guidance for safe

handling at ports, considering existing laws and regulations―including the

Port Regulations Act, High Pressure Gas Safety Act, and Fire Service Act

―governing the transportation, loading/unloading, and storage of hydrogen

and ammonia.

3. Imperative of Green Hydrogen and Ammonia for Climate

Mitigation

The Japanese government believes that for hydrogen and ammonia to

serve as effective instruments for climate change mitigation, it is essential

that their production is based on renewable energy sources―namely, so-

called green hydrogen and green ammonia, which are characterized by the

absence of carbon emissions during the production process.(131) By contrast,

reliance on blue hydrogen or blue ammonia renders the net climate benefit

highly questionable.(132) The continued use of fossil fuel-derived hydrogen

and ammonia risks(133) undermining both the credibility and substantive

effectiveness of decarbonization strategies.(134)

(130) METI, Hydrogen Basic Strategy(June 6, 2023), https://www.meti.go.jp/shingikai/
enecho/shoene shinene/suiso seisaku/pdf/20230606 5.pdf.

(131) Law on the Promotion of the Supply and Use of Low-Carbon Hydrogen[脱炭素成
長型経済構造への円滑な移行のための低炭素水素等の供給及び利用の促進に関する法],
art.1.

(132) Toshikazu Ishihara (REI), Can Hydrogen and Ammonia-Fired Power Be
a Realistic Decarbonization Source?, https://www.renewable-ei.org/activities/
column/reupdate/20250723.php.

(133) ANRE, Current Status and Challenges of Stable Supply and Approaches to
Decarbonizing Thermal Power Generation[安定供給の現状と課題と火力の脱炭素化
の在り方について](July, 2024), https://www.enecho.meti.go.jp/committee/council/
basic policy subcommittee/2024/059/059 004.pdf.

(134) FoE Japan, Is Hydrogen and Ammonia the Ace Up Our Decarbonization Sleeve?
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4. Misleading Claims and the Need for Transparency

Certain electric power companies have engaged in public communications

that portray hydrogen-ammonia co-firing as entirely carbon-free.(135)

However, such assertions are misleading.(136) In practice, carbon emissions

persist during the co-combustion process, particularly when fossil fuel

feedstock is utilized or when hydrogen and ammonia inputs are not sourced

from zero-emission processes. The failure to adequately disclose these facts

to the public raises significant concerns about transparency and public

accountability. Moreover, the dissemination of deceptive or incomplete

information may give rise to constitutional issues,(137) especially in relation

to the public’s right to receive accurate information, which is a foundational

principle for democratic participation in environmental governance.

5. Technological Optimism and Limits of Innovation

The METI recognizes the inherent uncertainties associated with

technological advancement, yet it systematically emphasizes the promotion

of research, development, and demonstration activities; strengthening

of infrastructure; and enhancement of institutional frameworks.(138) This

approach is grounded in the premise that achieving the stated objectives

The Pitfalls of Gray Solutions[水素・アンモニアは脱炭素の切り札か？グレーな対策
にひそむワナ].

(135) Naoki Ikeda, Greenwashing: Cases and Prospects in Japan[グリーンウォッシ
ュ日本における事例と展望] (Apr. 9, 2024), https://www.wwf.or.jp/activities/data/
20240410 climate Ikeda.pdf.

(136) Id.
See also, Japan Beyond Coal, [Fact Sheet] Hydrogen and Ammonia Fuels ―
Options That Are Not Solutions[【ファクトシート】水素・アンモニア燃料─解決策
にならない選択肢] (Aug. 31, 2022), https://beyond-coal.jp/documents/documents-
factsheet-ammonia/.

(137) Constitution of Japan, art. 21.
(138) METI, Energy Supply and Demand Outlook for Fiscal Year 2040 (Related

Materials) [2040年度におけるエネルギー需給の見通し（関連資料）], https://www.
enecho.meti.go.jp/committee/council/basic policy subcommittee/2024/068/068 005.pdf.
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would be challenging without substantial technological innovation.(139)

This admission underscores the need for caution against excessive reliance

on technological optimism. Although large-scale investments in emerging

technologies may foster innovation, such investments must be accompanied

by clear, evidence-based public explanations to ensure that they advance

both environmental and economic objectives. Policymakers should remain

vigilant against the pursuit of multiple, potentially conflicting goals without

sufficient planning or meaningful public engagement―a tendency often

critiqued as an attempt to “catch two rabbits at once.”(140) The legal

framework should thus mandate transparency, accountability, and public

participation in the formulation and implementation of energy policy.(141)

6. Policy Prioritization: Renewable Energy versus Natural

Gas

At present, thermal power generation accounts for approximately 70% of

Japan’s total electricity supply, with natural gas comprising approximately

70% of this share and coal consistently representing the remaining 30%

over the past decade.(142) This energy mix suggests a policy orientation

that prioritizes the stability and perceived reliability of natural gas over

(139) REI, Failure to decarbonize and rising costs: A perilous choice undermining
Japan’s competitiveness[脱炭素の失敗、高コスト化で日本の競争力を損なう危うい選
択](Dec.20, 2024), https://www.renewable-ei.org/pdfdownload/activities/241220
REI Comment StrategicEnergyPlanDraft.pdf.

(140) Breakthrough Institute, On the Difference Between Techno and Technocratic
Optimism, The Breakthrough Institute (Sept. 14, 2025), https://thebreakthrough.
org/issues/energy/on-the-difference-between-techno-and-technocratic-optimism.

(141) Yuichiro Tsuji, Modern Administrative Structure in Japan, 32 Meiji Law
Journal,1-35(2025).

(142) METI, Future Policy on Thermal Power Generation[今後の火力政策について] (Jan.
25, 2023), https://www.meti.go.jp/shingikai/enecho/denryoku gas/denryoku gas/
pdf/058 05 03.pdf. (The 6th Strategic Energy Plan states that the ratio of fossil
fuels in the total power supply for the 2019 fiscal year is 32% for coal, 37% for
LNG, and 7% for oil and other sources.).
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the accelerated deployment of renewable energy. (143) Such prioritization

raises important questions regarding the alignment of energy policy with

long-term decarbonization commitments and the adequacy of existing legal

and regulatory measures to support the transition toward a genuinely

sustainable energy system.

7. Legal and Policy Analysis of Japan’s Coal Phase-Out in the

Context of the NDC

Japan’s NDC for 2030 sets forth an ambitious target of reducing GHG

emissions by 46%-50% from 2013 levels.(144) This target is predicated on an

energy mix in which coal-fired power is projected to account for 19% and gas-

fired power for 20% of total electricity generation. Despite these projections,

significant uncertainty persists regarding the practical realization of the

planned phase-out of coal-fired power generation.

The expansion of renewable energy―driven in large part by the FIT

scheme―has contributed to a marked reduction in the revenue streams of

coal-fired power plants.(145) Nevertheless, coal-fired facilities remain deeply

embedded within Japan’s energy infrastructure, presenting formidable legal

and policy challenges to their rapid decommissioning.

The 2025 Basic Energy Plan explicitly characterizes coal-fired power as a

supplementary resource,(146) to be relied upon during periods of renewable

energy intermittency resulting from natural variability. Although it is

anticipated that the growing share of renewables will gradually reduce

dependence on natural gas,(147) this shift is unlikely to precipitate the

(143) The 7th Strategic Energy Plan for 2025.
(144) MoE, Japan’s Nationally Determined Contribution (NDC), https://www.env.go.jp/

content/000291805.pdf.
(145) CAS, Accelerating Japan’s Green Transformation [我が国のグリーントランスフ

ォーメーションの加速に向けて] (Aug. 27, 2024), https://www.cas.go.jp/jp/seisaku/
gx jikkou kaigi/dai12/siryou1.pdf.

(146) The 7th Strategic Energy Plan(Feb.2025), at 43.
(147) Id. at 53.
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immediate cessation of thermal power generation, including coal. Instead,

the 7th Strategic Energy Plan(148) designates thermal power as a form of

backup generation, essential for maintaining energy security during supply

fluctuations.(149)

a. Institutional Leadership and Inter-Agency Coordination in Japan’s

Energy Strategy

Japan’s national energy strategy is principally formulated and directed

by the METI. However, the effective implementation of this strategy

necessitates robust interagency coordination. Central to this collaborative

framework is the ANRE,(150) which functions as an internal bureau

within the METI and is tasked with overseeing energy policy, supply

management, and regulatory oversight. In parallel, the New Energy and

Industrial Technology Development Organization (NEDO)(151) operates as a

key partner, working closely with the ANRE to advance energy innovation

and facilitate the deployment of emerging technologies.

b. International Benchmarks and the Challenge of Coal Phase-Out

According to the IEA’s net-zero roadmap,(152) advanced economies are

expected to achieve a complete phase-out of coal-fired power generation in

the electricity sector by 2035. This benchmark is intended to align national

energy policies with global decarbonization imperatives and support the

attainment of net-zero GHG emissions by the mid-century.

c. Japan’s Structural and Policy Constraints

The prospect of Japan fully phasing out coal-fired power generation by

(148) Id. at 44-45.
(149) Japan Times, J-Power may close up to five coal power plants by fiscal 2030(May

10, 2014), https://www.japantimes.co.jp/business/2024/05/10/companies/j-power-
coal-plants/.

(150) ANRE, https://www.enecho.meti.go.jp/en/.
(151) NEDO, https://www.nedo.go.jp/english/.
(152) IEA, Net Zero by 2050 A Roadmap for the Global Energy Sector, https://iea.blob.

core.windows.net/assets/deebef5d-0c34-4539-9d0c-10b13d840027/NetZeroby2050-
ARoadmapfortheGlobalEnergySector CORR.pdf.
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2035 remains highly uncertain. Japan’s current energy mix is characterized

by a significant reliance on coal,(153) which, together with natural gas,

continues to form a substantial proportion of the nation’s electricity supply.

This reliance is further entrenched by infrastructural constraints, including

the persistence of legacy coal-fired facilities and slow pace of renewable

energy integration.(154)

d. Legal and Policy Implications

In the absence of decisive regulatory and technological measures, Japan’s

ongoing dependence on coal-fired power generation may undermine its

ability to fulfill its obligations under international climate agreements.

Therefore, the legal framework governing Japan’s energy transition must

prioritize the adoption of policies that facilitate the rapid retirement of coal

assets,(155) incentivize investments in renewable energy, and strengthen

interagency mechanisms for policy coordination and implementation.

8. Joint Crediting Mechanism and International Cooperation

Japan has assumed a leading role in shaping the operational rules for

international carbon credit trading, most notably through the establishment

and implementation of the Joint Crediting Mechanism (JCM).(156) An

important challenge pertains to ensuring consistency with respect to carbon

leakage―that is, the risk that emission reductions achieved domestically

may be offset by the relocation of emissions-intensive activities overseas.

This issue is explicitly addressed by the GX Promotion Act, which

incorporates legal measures to mitigate carbon leakage within Japan’s

(153) The 7th Strategic Energy Plan(Feb.2025), at 1,3,4.
(154) METI, Regarding the Findings of the Power System Reform Review [電力システム

改革の検証結果について](Apr. 24, 2024), https://www.mhlw.go.jp/content/11201250/
001480229.pdf.

(155) Kiko Network, [Policy Proposal Report] 2020 Revised Edition: “Roadmap for
Phasing Out Coal-Fired Power by 2030”[【提言レポート】2020年改訂版 「石炭火力
2030フェーズアウトの道筋」](Nov.16, 2024), https://kikonet.org/content/18853.

(156) JCM, https://www.jcm.go.jp/.
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carbon pricing framework.(157)

The JCM is a central component of Japan’s broader engagement

with the market-based mechanisms articulated in Article 6 of the

Paris Agreement.(158) Article 6 delineates three primary frameworks for

cooperative climate action.

a. Cooperative Approaches (Article 6, paragraph 2)(159)

These approaches enable countries to engage in bilateral or multilateral

cooperation by transferring internationally recognized mitigation outcomes

to fulfill a portion of their respective NDCs.

b. Market Mechanisms Administered by the United Nations (Article

6, paragraph 4)(160)

This framework establishes a centralized mechanism under the auspices

of the United Nations to facilitate the trading of emission reductions, with

the aim of promoting sustainable development and ensuring environmental

integrity.

c. Non-Market Approaches (Article 6, paragraph 8)(161)

A fundamental legal and policy issue under Article 6 is the prevention

of double counting of emissions reductions.(162) Double counting occurs

when both the host country―where the emissions reductions are realized

―and the purchasing country utilizing the credits to meet its own

climate targets―claim the same reductions. To address this issue, the

principle of corresponding adjustments(163) has been adopted. Under

this principle, the host country is required to deduct the quantity of

(157) GX Promotion Act, art.32(5).
(158) Paris Agreement to the United Nations Framework Convention on Climate

Change, Dec. 12, 2015, art. 6, T.I.A.S. No. 16-1104.
(159) Id. art.6(2).
(160) Id. art.6(4).
(161) Id. art.6(8).
(162) Lambert Schneider et al., Double Counting and the Paris Agreement Rulebook,

366 Science 180, 180-182 (2019).
(163) Id. at 181.
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transferred reductions from its own emissions balance, thereby ensuring

that only the purchasing country may count the reductions toward its NDC.

This safeguard is essential to maintain the environmental integrity and

credibility of international carbon markets.(164)

The JCM,(165) which operates within the cooperative approach framework

of Article 6(2), enables participating countries to use verified emissions

reductions or removals achieved in partner countries to satisfy a portion

of their own national emissions reduction commitments. The mechanism

is designed to facilitate the diffusion of low-carbon technologies and best

practices, while also contributing to the sustainable development of host

countries.(166)

In 2024, Japan enacted amendments to the Act on Promotion of Global

Warming Countermeasures,(167) thereby formally establishing the JCM as a

legal framework under domestic law.(168)

d. International Collaboration and Project Implementation

Within the JCM framework, Japan engages in cooperative partnerships

with host countries to implement GHG reduction projects.(169) Japanese

corporations and government agencies contribute through technology

transfer and financial assistance, whereas partner countries are responsible

for hosting and facilitating the execution of these projects.(170) The resulting

(164) Forestry Agency, Joint Crediting Mechanism Guidelines for Validation and
Verification for Reducing Emission from Deforestation and Forest Degradation,
and the Role of Conservation, Sustainable Management of Forests and
Enhancement of Forest Carbon Stocks in Developing Countries (REDD-plus) and
afforestation/reforestation (Draft), https://www.rinya.maff.go.jp/j/kaigai/attach/
pdf/index-42.pdf.

(165) Article 6 Implementation Partnership,https://a6partnership.org/partners/japan.
(166) Id.
(167) Act on the Promotion of Measures to Cope with Global Warming[地球温暖化対策

の推進法], arts.8,9(Japan).
(168) Id. arts. 57-3,57-4,57-6,57-8.
(169) MoE, Outcome of the 4th Meeting of Joint Crediting Mechanism (JCM) Global

Partnership(Mar. 6, 2025), https://www.env.go.jp/en/press/press 03849.html.
(170) MoE, Overview and Recent Developments of the Joint Crediting Mechanism
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emissions reductions are rigorously quantified and certified as tradable

credits. A portion of these credits(171) may be applied by Japan to fulfill

its own emission reduction obligations under its NDC.(172)

e. Legislative Reform and Institutionalization of the JCM

This legislative reform significantly reinforces the institutional

underpinnings of Japan’s international carbon trading initiatives, ensuring

that the national legal framework is harmonized with evolving global

standards under the Paris Agreement. Recent legislation has established a

comprehensive legal framework for the operation of the JCM, encompassing

the following core elements.

f. Establishment of a Credit Registry and Issuance Procedures

The law mandates the creation of a centralized registry to record and

manage tradable credits, along with detailed procedures for the certification

and issuance of credits derived from verified emissions reductions.(173)

g. Recording and Reporting Obligations

Stringent rules are instituted to govern the documentation, recording, and

reporting of credit transactions, thereby ensuring transparency, traceability,

and compliance with both domestic and international requirements. (174)

h. Designation of an Implementing Agency

The legislation provides for the establishment of a designated

implementing agency, tasked with overseeing the administration,

monitoring, and enforcement of the JCM framework.(175)

i. Credit Issuance and Transfer Mechanism

The statutory regime articulates a clear mechanism for certifying

(JCM) [二国間クレジット制度（JCM）の概要と最新動向] (July, 2025), https://www.
env.go.jp/content/000331238.pdf.

(171) Id. at 9.
(172) Id. at 6-7.
(173) Act on the Promotion of Measures to Cope with Global Warming[地球温暖化対策

の推進法], arts.57-2, 57-3.
(174) Id. art. 57-4.
(175) Id. arts. 57-3, 57-19.
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quantified emission reductions as tradable credits between Japan and its

partner countries. This mechanism facilitates the seamless transfer of

credits under the JCM, thereby enabling both parties to benefit from the

cooperative reduction of GHG emissions and supporting the achievement of

their respective climate commitments.(176)

The legislation mandates the accurate recording and systematic

management of emission reductions achieved through the JCM. It further

ensures the integration of these reductions into international carbon market

systems, thereby upholding the principles of transparency, environmental

integrity, and accountability. This provision is essential for maintaining

consistency with international reporting obligations under the Paris

Agreement and preventing double counting of emissions reductions between

cooperating countries.(177)

The legislative framework provides for the establishment of the Japan

Carbon Market Authority (JCMA)(178) as the designated implementing

agency responsible for the comprehensive oversight of the JCM. The

JCMA is vested with statutory authority(179) to supervise the operation and

administration of the JCM, encompassing the verification and certification of

emission reductions, as well as the management of the credit registry. This

institutional arrangement is intended to ensure the integrity, transparency,

and effective governance of the JCM, aligning domestic administrative

practices with international standards for carbon market mechanisms.(180)

The JCM constitutes a central pillar of Japan’s strategy for achieving

its NDC under the Paris Agreement, and is anticipated to serve as a key

instrument within the framework of Article 6 market mechanisms.(181)

(176) Id. art.57-2.
(177) Id. Art.57-19.
(178) Joint Crediting Mechanism Agency(JCMA), https://gec.jp/jcm/agency/en/.
(179) Act on the Promotion of Measures to Cope with Global Warming[地球温暖化対策

の推進法], art.57-19.
(180) Id.
(181) MoE, Overview and Recent Developments of the Joint Crediting Mechanism
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Japan’s continued commitment to expanding the scope and scale of the

JCM reflects a pragmatic recognition that the marginal cost of domestic

emissions reductions is expected to rise over time.(182) Partner countriess―
many of which exhibit lower levels of energy efficiency and limited access

to advanced decarbonization technologiess―are well-positioned to host

projects that generate relatively low-cost emissions reductions.(183) This

dynamic also underscores the increasing difficulty of achieving additional

emissions reductions within Japan’s domestic context, particularly in light

of structural and technological constraints.

IV. Carbon Pricing

1. Carbon Pricing and Economic Revitalization in Japan’s

Energy Policy Framework

The ANRE has articulated a governmental objective to advance industrial

competitiveness while simultaneously pursuing economic growth and

the reduction of GHG emissions through the deployment of carbon

pricing mechanisms.(184) This policy orientation is broadly consonant with

approaches adopted by the United States and European countries, which

similarly seek to reconcile industrial policy with climate objectives via

market-based instruments. However, Japan’s policy context is distinguished

(JCM) [二国間クレジット制度（JCM）の概要と最新動向](July 2025), at 4,5.
(182) Kazuhisa Oko-tsubo & Chisa Umemiya (Institute for Global Environmental

Strategies, IGES), Additional Emissions Reduction through the JCM: A
Consideration[二国間クレジット制度（JCM）による追加的な排出削減への貢献
に関する考察] (Oct. 2015), https://www.iges.or.jp/jp/publication documents/pub/
discussionpaper/jp/4993/Additional emissions reduction through the JCM fin.pdf.

(183) MoE, Overview and Recent Developments of the Joint Crediting Mechanism
(JCM) [二国間クレジット制度（JCM）の概要と最新動向] (July 2025), at 19, 26.

(184) ANRE, Trade and Industry, Japan’s energy policy toward achieving GX (Part 1),
https://www.enecho.meti.go.jp/en/category/special/article/detail 178.html.
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by the persistence of economic stagnation over the past three decadess―a

factor that shapes both the urgency and complexity of its energy transition

strategies.(185)

2. The 7th Strategic Energy Plan (2025): Policy Innovations

and Financial Instruments

The 7th Strategic Energy Plan delineates a suite of policies aimed at

stimulating investment and catalyzing economic revitalization.(186) Central

to this strategy is the introduction of the GX Economic Transition

Bonds.(187)

GX Economic Transition Bonds are designed to attract private and

institutional investment by providing a dedicated funding stream for

projects that facilitate decarbonization, technological innovation, and

industrial restructuring.(188)

3. Implementation and Fiscal Scope

The government has announced plans to issue GX Economic Transition

Bonds totaling an estimated JPY 20 trillion over the coming

decade.(189) This substantial fiscal commitment signals a proactive approach

to integrating climate finance into national economic policy and underscores

(185) Koji Nomura, Challenges in Japan’s Energy Transition: Diminishing Resilience
to Rising Energy Prices[エネルギー転換に向けた日本の課題―脆弱化するエネルギー価格上
昇に対する耐性], Keio University Institute of Industrial Research (Mar. 23, 2022),
https://www.meti.go.jp/shingikai/sankoshin/sangyo gijutsu/green transformation/
pdf/005 02 04.pdf.

(186) The 7th Strategic Energy Plan(Feb.2025), at 4, 74.
(187) Cabinet Secretariat, GX Implementation Promotion Office, Regarding the

Situation of GX and Future Initiatives [GXをめぐる情勢と今後の取組について](Aug.
26, 2025), https://www.cas.go.jp/jp/seisaku/gx jikkou kaigi/dai15/siryou1.pdf.

(188) Id. at 7-10.
(189) Ministry of Finance(MoF), JGB Monthly Newsletter November 2024, What’s New:

Central Government Debt (As of the end of September 2024), at 4 (Nov. 2024),
https://www.mof.go.jp/english/policy/jgbs/publication/newsletter/jgb2024 11e.pdf.
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the government’s intention to position Japan as a leader in global GX.(190)

The repayment of GX Economic Transition Bonds is structured to be

financed through the imposition of levies on fossil fuel consumption, as well

as specific charges assessed on energy operators.(191) This fiscal mechanism

is designed to internalize the environmental costs associated with carbon-

intensive energy use, thereby aligning the bond repayment structure with

the broader objectives of Japan’s decarbonization policy.

Proceeds generated from these bonds are earmarked for strategic

investment in the development of energy-efficient semiconductor

technologies and for facilitating fuel conversion within Japan’s

manufacturing sectors. In addition, the bond funds(192) will be directed

toward supporting research and development (R&D) initiatives focused on

the decarbonization of energy production and raw material processing.

Under the current regulatory framework, companies subject to carbon

pricing obligations are defined as legal entities whose direct carbon dioxide

emissions have averaged 100,000 tons or more annually over the preceding

three-year period.(193) These entities are formally designated as regulated

emitters and are required to take specific actions in alignment with Japan’s

national climate policy.(194)

In accordance with statutory mandates, designated companies must

(190) GX Promotion Act, art.7.
(191) Id. art.8.
(192) Cabinet Secretariat, Materials from the 7th Inter-Ministerial Meeting on the

Issuance of GX Economic Transition Bonds[GX経済移行債発行に関する関係府省連
絡会議（第 7回）資料] (June 25, 2025), https://www.cas.go.jp/jp/seisaku/gx jikkou
kaigi/ikousai/dai7/siryou1.pdf.

(193) GX Promotion Act, arts.32 to 34.
See METI, Framework for the Design of the Emissions Trading System [排出量取
引制度の詳細設計に向けた検討方針] (July 2, 2025), at 6, https://www.meti.go.jp/
shingikai/sankoshin/sangyo gijutsu/emissions trading/pdf/001 03 00.pdf.
(defining regulated entities as corporations with an average annual direct CO2

emission of 100,000 metric tons or more over the past three fiscal years).
(194) Id. arts.32 to 34.
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develop and submit comprehensive emissions management plans.(195)

These plans are required to specify concrete emission reduction targets,

outline the measures and strategies to be employed in achieving these

targets, and present a clear pathway toward the realization of carbon

neutrality by 2050. The purpose of this requirement(196) is to ensure that

major emitters contribute meaningfully to national decarbonization efforts,

while also promoting transparency, accountability, and long-term planning

within the private sector. Failure to submit a report on actual emissions by

the year following the allocation of allowances shall result in a monetary

penalty of 500,000 yen. However, the deterrent effect and overall efficacy of

this sanction remain subject to critical scrutiny.(197)

4. Mechanisms of Carbon Pricing

a. Establishment of Regulatory Guidelines

The implementation of carbon pricing regimes begins with the government

formulating comprehensive guidelines(198) governing the calculation of each

company’s carbon dioxide emissions and the corresponding allocation of

emissions allowances. These guidelines will set forth the methodologies and

reporting standards that regulated entities must adhere to in quantifying

their GHG emissions.

Pursuant to these prescribed rules, companies are required to conduct

self-assessments of their emissions and submit formal applications to

the relevant governmental authority.(199) In these applications, companies

request the allocation of emission allowances commensurate with their

(195) Id. art.35.
(196) Id. art.1.
(197) Id. art.35.
(198) METI, Policy for Detailed Design of the Emissions Trading System[排出量取引制

度の詳細設計に向けた検討方針](July 2, 2025).
GX League, Guidelines for Utilizing Eligible Carbon Credits in GX-ETS[GX-ETS
における適格カーボン・クレジットの活用に関するガイドライン] (Apr. 2024).

(199) GX Promotion Act, art.35.
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reported emissions for a given compliance period.(200) Upon reviewing these

submissions, the government grants emission allowancess―typically on a

gratuitous basiss―rather than obligating companies to purchase allowances

through an auction or direct sale at the initial allocation stage.(201)

b. Methods of Allowance Allocation

In Japan’s emissions trading system, the allocation methodology

remains opaque, and while compliance with its Nationally Determined

Contribution (NDC) requires setting a definitive aggregate reduction target,

this ambiguity may reflect governmental recognition of the substantial

challenges in fulfilling such targets.

The allocation of emission allowances is primarily based on industry-

specific benchmarking standards. (202) Under this approach, benchmarks

are established to reflect best practices or average emissions performance

within a given sector, thereby incentivizing improved efficiency and

emissions reductions.(203)

In sectors where the application of benchmarking proves impracticables

―due to factors such as data limitations or sectoral heterogeneitys

―the allocation of emission allowances is determined according to a

grandfathering method.(204) Under the grandfathering approach, historical

emissions levels serve as the basis for allocation, with companies receiving

allowances in proportion to their past emissions. This method is intended to

(200) Id. art.33.
(201) Id. art.34.
(202) Id. art.32(2), 34.

METI, Policy for Detailed Design of the Emissions Trading System[排出量取引
制度の詳細設計に向けた検討方針](July 2, 2025), at 8. (Allocation quantities are
set to achieve a certain percentage of the emissions level of the top performers
in a given process. Allocation quantity = baseline activity × target emissions
intensity.).

(203) METI, Establishment of the Power Generation Benchmark Working Group[発電
ベンチマーク検討WGの設置について], at 4-6 (Aug. 2025), https://www.meti.go.jp/
shingikai/sankoshin/sangyo gijutsu/emissions trading/power generation
benchmark/pdf/001 03 00.pdf.

(204) Id. at 6.
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provide regulatory certainty and a gradual transition for industries facing

significant decarbonization challenges, while also mitigating the risk of

economic disruption. (205) A subcommittee of the Ministry of Economy, Trade

and Industry is discussing setting numerical targets based on past reduction

amounts for companies that made significant reductions before the system

began.(206)

5. Corporate Actions and Compliance Obligations under

Carbon Pricing Regimes

Under the prevailing regulatory framework, companies subject to carbon

pricing are mandated to submit annual reports detailing their GHG

emissions to the relevant governmental authority.(207) The accuracy of

these emissions reports must be verified by an independent third-party

organization,(208) thereby ensuring the integrity and reliability of reported

data.

In accordance with statutory requirements, companies are legally

obligated to surrender a quantity of emission credits equivalent to their

verified emissions for each fiscal year to the government. Should a company’s

actual emissions exceed its allocated emission allowances, it must procure

additional credits from the carbon market and surrender them to the

government to satisfy its offset obligations.

Non-compliance with these obligations triggers the imposition of a

financial penalty. The penalty is calculated as the product of the volume

(205) To require annual emissions reductions at a certain rate based on past emissions
performance, the allocation amount is calculated by multiplying the baseline
emissions (average emissions over the three fiscal years immediately preceding
the system’s implementation [2023-2025]) by a certain rate (reduction rate).

(206) METI, Industrial Structure Council Innovation and Environment Subcommittee,
Emissions Trading System Subcommittee Minutes[産業構造審議会イノベーション・
環境分科会 排出量取引制度小委員会議事録] (July 2, 2025), https://www.meti.go.jp/
shingikai/sankoshin/sangyo gijutsu/emissions trading/pdf/001 gijiroku.pdf

(207) GX Promotion Act, art. 35.
(208) Id. arts. 33(2), 58.
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of unpaid offsets and a multipliers―set at 1.1 times the established

upper limit price per emission credit.(209) This enforcement mechanism is

designed to ensure stringent governmental oversight of emission allowance

management and establish a robust economic incentive for companies to

achieve emissions reductions.

Thus, the regulatory framework creates a direct alignment between

environmental performance and financial benefit: the greater the emission

reductions a company achieves, the fewer emission allowances it is required

to surrender.

Within Japan’s carbon pricing framework, the government establishes

both upper and lower price limits for emission allowances to ensure market

stability and to prevent excessive volatility.(210) For regulated entities

experiencing a shortfall in emissions allowancess―particularly in the event

of price surgess―compliance obligations may be satisfied by paying a

financial penalty calculated as the product of the deficit volume and the

upper price limit. This mechanism functions as a cost-containment measure,

providing a predictable ceiling on compliance costs.

Ohtsuka points out that while the GX Promotion Act does not necessarily

stipulate this, setting a sufficiently wide range between the upper and lower

price limits allows the market’s price discovery function to operate. If

the emission price soars, investment predictability declines and economic

(209) METI, Establishment of the Power Generation Benchmark Working Group[発電ベ
ンチマーク検討WGの設置について], at 6. (The value of “X” is determined based
on policy and market conditions, so the specific multiplier may vary depending
on government announcements and relevant laws and regulations.).
METI, The 5th Meeting of the Carbon Pricing Expert Working Group for GX
Implementation Meeting Summary[第 5回 GX実現に向けたカーボンプライシング
専門ワーキンググループ議事概要](Dec.19, 2024), https://www.cas.go.jp/jp/seisaku/
gx jikkou kaigi/carbon pricing wg/dai5/gijiroku.pdf.
(For example, the EU Emissions Trading System (ETS) has introduced a
mechanism that imposes a certain multiple of the market price on unfulfilled
emissions.).

(210) GX Promotion Act, arts.39, 116.
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activity is hindered. If it is too low, the incentive to reduce emissions will

likely diminish.(211)

Conversely, if market prices fall and remain persistently below the

designated lower price threshold, the GX Acceleration Agency(212) is

authorized to intervene in the market. In such cases, the agency may

conduct reverse auctions(213) to reduce the volume of emissions allowances

in circulation, thereby supporting price stability and preserving the

environmental integrity of the trading system. Additionally, the agency

may consider tightening allocation criteria to further regulate supply and

maintain the credibility of the emissions trading market.

The GX Acceleration Agency is entrusted with the administration,

oversight, and public communication of the emissions trading

system.(214) Market participation is restricted to entities that meet at least

one of the following criteria: (1) demonstrable experience in carbon credit

trading or (2) acting as a representative or intermediary for entities subject

to compliance obligations under the carbon pricing regime.(215)

Corporate engagement is recognized as a critical component in the

broader effort to address climate change. Initiatives undertaken by private

sector actors and non-governmental organizations (NGOs) serve as essential

complements to public sector efforts.(216)

(211) Tadashi Ohtsuka, Comments on the Emissions Trading System under the GX
Promotion Act[コメント-GX推進法に基づく排出量取引制度について], at Workshop
“Design of Japan’s Emissions Trading System”(Sep.22, 2025).

(212) GX Promotion Act, arts. 77,116,117. GX Acceleration Agency, https://www.gxa.
go.jp/en/.

(213) METI, Policy for Detailed Design of the Emissions Trading System[排出量取引制度
の詳細設計に向けた検討方針](July 2, 2025), at 7, https://www.meti.go.jp/shingikai/
sankoshin/sangyo gijutsu/emissions trading/pdf/001 03 00.pdf.

(214) METI, Progress of Japan’s Green Transformation Policy [我が国のGX政策の進捗に
ついて](July 28, 2025),at 9, https://www.meti.go.jp/shingikai/sankoshin/sangyo
gijutsu/chikyu kankyo/ondanka follow up/pdf/003 06 00.pdf.

(215) METI, Policy for Detailed Design of the Emissions Trading System[排出量取引制
度の詳細設計に向けた検討方針](July 2, 2025), at 7.

(216) Michael P. Vandenbergh, Private Environmental Governance 3-8,241-242 (2023)
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a. Corporate Transparency and Voluntary Sustainability Initiatives

Japanese corporations generally exhibit a high degree of transparency

with respect to their carbon emissions and demonstrate a pronounced

inclination to undertake voluntary sustainability initiatives.(217) These

proactive efforts are frequently motivated by considerations of reputational

risk management, responsiveness to market demand, investor expectations,

and broader ethical imperatives, even in the absence of binding government

regulations.(218)

b. Regulatory Developments in Carbon Pricing

The METI has announced its intention to establish sector-specific emission

allowances and set upper and lower trading price limits for emission

allowances by the end of 2025.(219) This regulatory initiative is designed

to enhance the effectiveness and predictability of Japan’s emerging carbon

pricing regime.

The forthcoming carbon pricing mechanism is expected to apply to

approximately 300-400 high-emission companies nationwide.(220) Within

this framework, the METI plans to impose a restriction whereby the use

of emission credits is capped at a maximum of 10% of a company’s verified

emissions.(221)

Certified credits issued under the government’s J-Credit system will be

recognized as eligible for use within this regulatory structure.(222)

(Private sector initiatives complement public governance.).
(217) MoF, Corporate Climate-Related Disclosure[企業による気候関連の情報開示につい

て], https://www.mof.go.jp/public relations/finance/202207/202207i.pdf.
(218) METI, Climate-related Disclosures Prototype[気候関連開示プロトタイプ] (Feb.

2022), https://www.meti.go.jp/shingikai/economy/hizaimu joho/pdf/006 05 00.pdf.
(219) METI, Policy for Detailed Design of the Emissions Trading System[排出量取引制

度の詳細設計に向けた検討方針](July 2, 2025), at 4, 7.
(220) METI, What Is the Emissions Trading System? Learning the Basics of Japan’s

Carbon Pricing Strategy, METI Journal ONLINE (Dec. 27, 2024), https://journal.
meti.go.jp/p/36485/.

(221) METI, Policy for Detailed Design of the Emissions Trading System[排出量取引制
度の詳細設計に向けた検討方針](July 2, 2025), at 21.

(222) Id.
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6. Deliberative Structure of Japan’s Basic Energy Policy:

Legal and Institutional Framework

In Japan, the formulation and revision of basic energy policy

are entrusted to the “Advisory Committee on Natural Resources and

Energy,”(223) an advisory body established under the METI. This committee,

composed of several specialized subcommittees, plays a central role in

shaping the national energy strategy. Among these, the “Basic Policy

Subcommittee(224) ” is particularly significant because it is responsible for

key functions under the Basic Energy Policy Act.(225)

The Basic Policy Subcommittee is tasked with conducting deliberations

on the formulation and revision of the Basic Energy Plan, which sets

forth the medium- to long-term direction of Japan’s energy policy.(226) It

also undertakes research and deliberations on important matters related

to mineral resources and energy policy. Additionally, the subcommittee

is responsible for addressing issues under the Act on Promotion of

Environmentally Sound Utilization of Energy Sources and Effective

Utilization of Fossil Energy Raw Materials by Energy Suppliers,(227) which

promotes the environmentally sound use of energy by suppliers and the

efficient utilization of fossil energy resources.

Members of the Advisory Committee on Natural Resources and Energy

are invited by the METI, with the final list subject to approval by the

(223) METI, Advisory Committee on Natural Resources and Energy [総合試験エネルギー
調査会総会] https://www.meti.go.jp/shingikai/enecho/.

(224) METI, Basik Policy Sub-Committee[基本政策分科会], https://www.meti.go.jp/
shingikai/enecho/kihon seisaku/index.html.

(225) General Resources Energy Investigation Committee Order[総合資源エネルギー調
査会令], Decree No. 293 of 2000, art.6(1)(i)(Japan).

(226) Id.
(227) Act on Promotion of Environmentally Sound Utilization of Energy Sources and

Effective Utilization of Fossil Energy Raw Materials by Energy Suppliers[エネル
ギー供給事業者によるエネルギー源の環境適合利用及び化石エネルギー原料の有効な利
用の促進に関する法律], Law No. 72 of 2009, art.3 (Japan).
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METI. Membership is drawn from a wide range of sectors, including

academic experts such as university professors and researchers, industry

representatives (including electric utilities, manufacturers, and energy

companies), labor and consumer group representatives, environmental

organizations, legal and economic professionals, and officials from local

governments.(228) The selection process is guided by the principle of

ensuring diversity and avoiding bias toward any particular sector or interest

group.(229)

In the deliberative process, it is essential to ensure that committee

members are free from conflicts of interest; policy decisions are grounded in

objective and evidence-based analyses; and the committee functions, where

appropriate, as a forum for balancing the interests of relevant stakeholders,

including industry groups.(230)

7. Relationship between GX Economic Transition Bonds and

Harmonization Clauses

Japan’s post-World War II era was marked by rapid economic growth,

during which pollution control legislation incorporated harmonization

clauses such as, “The preservation of the living environment shall be

promoted in harmony with the sound development of the economy.”(231) This

legislative approach aimed to balance environmental preservation with

industrial expansion. However, this period was also characterized by a series

(228) Yuichiro Tsuji, Constitutional Review of Negotiated Rulemaking and Advisory
Committee, 60(1) Law and Politic Series 37(2025), https://www.jstage.jst.go.jp/
article/jalps/60/1/60 37/ article/-char/ja.

(229) Cabinet decision, Basic Plan for Streamlining and Rationalizing Advisory
Bodies, etc. [審議会等の整理合理化に関する基本的計画](Apr. 27, 1999), https://
www.cas.go.jp/jp/gaiyou/jimu/jinjikyoku/files/satei 01 04 02.pdf.

(230) Yuichiro Tsuji, Constitutional Review of Negotiated Rulemaking and Advisory
Committee, 60(1) Law and Politic Series 37,46-49.

(231) Basic Law on Pollution Control [公害対策基本法], abolished Law No. 132 of 1967,
art.1 (Japan), https://www.shugiin.go.jp/internet/itdb housei.nsf/html/houritsu/
05519670803132.htm.
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of severe pollution incidents and consequential litigation, most notably

the Minamata disease case.(232) In response to growing public concern

and judicial scrutiny, the National Diet removed the harmonization clause

from pollution control statutes in 1970, signaling a shift in legislative

priorities. This amendment reflected an evolving policy stance that, while

still attentive to economic growth, recognized the necessity for more robust

and uncompromising environmental protection.(233)

Contemporary policy developments under Japan’s GX initiative evoke

similar legal and policy risks. The issuance of GX economic transition bonds

is intended to mobilize capital for decarbonization and industrial innovation.

However, the aggressive promotion of renewable energy to stimulate new

economic demands may inadvertently generate additional environmental

externalities, such as land use conflicts, biodiversity loss, or new forms of

pollution associated with large-scale renewable infrastructure.

These developments underscore the continuing relevance of

harmonization debates in Japanese environmental law. It is imperative

that the expansion of renewable energy and deployment of GX economic

transition bonds be subject to rigorous legal oversight and critical

evaluations by environmental law scholars. Such scrutiny is essential to

ensure that economic instruments designed to promote decarbonization do

not undermine the foundational principles of sustainable environmental

protection.

(232) KITAMURA YOSHINOBU, ENVIRONMENTAL LAW(5th) [環境法] 112, 127
(Kobundo, 2020).

(233) Id. at 112.
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V. GX Economic Transition Bonds: Legal and Policy
Perspectives

1. Three Pillars Supporting the Promotion of Growth-Oriented

Carbon Pricing

The advancement of growth-oriented carbon pricing in Japan is anchored

on three fundamental pillars. First, the full implementation of the emissions

trading system is scheduled to commence in the fiscal year 2026.(234) Second,

the introduction of paid auctions for power generation operators is planned

for fiscal year 2033. Third, a fossil fuel levy―referred to as the carbon levy

system―will be instituted beginning in fiscal year 2028, pursuant to Article

11 of the GX Promotion Act.(235)

2. Phased Implementation of Paid Auctions

The implementation of paid auctions for emission allowances within

Japan’s emissions trading system is scheduled to commence on a phased

basis beginning in fiscal year 2033.(236) The policy of fully operationalizing

the emissions trading system from fiscal year 2026 will not be enacted

in its entirety at the outset. Instead, an initial transition period will

be established, during which the regulatory burden imposed on covered

entities will remain relatively modest and will gradually increase over

time. From fiscal year 2026 onward, a broad spectrum of carbon-emitting

entities will be required to participate in the emissions trading system.

The allocation of paid emission allowances, as well as the determination

of their unit prices, will be conducted through an auction process (paid

auction),(237) in accordance with the provisions set forth in Article 17 of the

(234) GX Promotion Act, arts.11-14.
(235) Id.
(236) METI, Policy for Detailed Design of the Emissions Trading System[排出量取引制

度の詳細設計に向けた検討方針](July 2, 2025),at 7.
(237) Id. GX Promotion Act, arts., 15, 16.
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relevant legislation. This phased approach is intended to facilitate a smooth

transition for regulated entities, allowing for the progressive intensification

of compliance obligations and maturation of the carbon market.(238)

3. Introduction of a Fossil Fuel Levy System from Fiscal Year

2028

A fossil fuel levy system(239) is slated for introduction in fiscal year 2028.

Under this regime, importers of fossil fuels will be subject to a levy that is

calculated based on the carbon emissions associated with each specific type

of fossil fuel. This measure is designed to internalize the environmental

costs of carbon emissions and incentivize the transition toward lower-carbon

energy sources.Japan has also implemented two notable tax mechanisms in

pursuit of environmental objectives: the Forest Environment Tax and the

Global Warming Countermeasures Tax.

a. Forest Environment Tax

Introduced in fiscal year 2024,(240) this national tax imposes an annual

levy of JPY 1,000 for all individuals residing in Japan.(241) The revenue

generated is earmarked for forest management and the promotion of wood

utilization. Although collected at the national level, funds are allocated for

use by local governments, thereby supporting decentralized environmental

stewardship.(242)

(238) Id. art. 17.
(239) Id. art. 11.
(240) Act on Forest Environment Tax and Forest Environment Concession Tax [森林環

境税及び森林環境譲与税に関する法律] Law No. 3 of 1999, art.1,2(Japan).(Based on
the Great East Japan Earthquake Reconstruction Basic Act, a temporary annual
tax of 1,000 yen (500 yen for the ward and 500 yen for the city) has been levied
since fiscal year 2014. This tax ends with the fiscal year 2023, and starting from
the fiscal year 2024, a new Forest Environment Tax (annual amount of 1,000
yen) is levied.)

(241) Id. art.5.
(242) Id. art.27.
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b. Global Warming Countermeasures Tax

This tax is levied in addition to existing petroleum and coal tax, which is

assessed based on the volume of fossil fuel extracted.(243) Carbon emission

intensity standards are established for each type of fossil fuel, and the tax

rate is set at JPY 289 per ton of CO2 emissions.(244) Revenue from this tax

is allocated to initiatives promoting energy conservation, the expansion of

renewable energy, and improvements in the efficiency of fossil fuel use.(245)

c. Carbon Tax: Fossil Fuel Levy

As of 2025, Japan has not enacted a comprehensive carbon tax (levy). The

introduction of a fossil fuel levy is planned for fiscal year 2028 under the GX

Promotion Act.(246) The fossil fuel levy primarily targets fossil fuel importers

and manufacturers, oil refiners, city gas companies, and coal importers. This

burden is likely to be borne by electric power companies, manufacturers,

transportation companies, and households purchasing fuel.

Until the carbon tax is introduced to fund the redemption of GX Economic

Transition Bonds, the current Global Warming Countermeasures Tax is

levied on coal and oil. However, a carbon tax that directly prices carbon

emissions will not be introduced until fiscal year 2028, when the renewable

energy surcharge is implemented. The gap will be filled by a carbon tax that

taxes based on the amount of carbon emitted, creating a system to further

encourage carbon emission reductions.(247)

(243) Act on Partial Revision of the Act on Special Measures Concerning Taxation, etc.
[租税特別措置法の一部を改正する法], Law No. 16 of 2002 (Japan), https://www.
shugiin.go.jp/internet/itdb housei.nsf/html/housei/18020120331016.htm

(244) MoE, Comprehensive Environmental Policy [総合環境政策], https://www.env.go.jp/
policy/tax/about.html.

(245) METI, Status of Considerations for Introducing Carbon Pricing in Japan[我が国
におけるカーボンプライシングの導入に向けた検討状況](12 Dec.,2024), at, 4, https://
www.env.go.jp/content/000209894.pdf

(246) GX Promotion Act, arts.11, 15, 16, 18.
(247) GX Promotion Act, arts.14
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4. Tax Collection and Public Response

A salient feature of Japan’s tax collection system is the withholding of

taxes from income before payment. Many individuals are unaware of the

exact amounts deducted each month, and no proactive action is required

on the part of taxpayers to fulfill their obligations. This system tends to

minimize public resistance to taxes that are broadly distributed across the

population because the financial impact is less immediately perceptible to

individual taxpayers.(248)

5. Role of the GX Acceleration Agency

In accordance with Article 20(249) of the GX Promotion Act, the Japanese

government will establish the GX Acceleration Agency with the METI. This

agency serves as the central institutional mechanism for implementing

GX policies in Japan. Its responsibilities will include the collection of

fossil fuel levies and specific operator fees as well as the administration of

the national emissions trading system.(250) This includes the allocation of

emission allowances to designated operators and management of emissions

allowance auctions.

6. Supporting R&D and Government Bonds

There are currently no detailed statutory provisions establishing clear

criteria to determine both the substance and methodology for evaluating

research and development investments. This absence of legal specificity

raises concerns about the transparency and accountability of incentives

linked to innovation within the GX-ETS framework.

(248) Naoko Yokoyama,わが国における納税意識の特徴と徴税・納税制度の方向性─所得税・
消費税・住民税を中心に─ [Characteristics of Tax Consciousness and Direction of
Tax Administration Systems]18(3)Osaka Sangyo University journal of economics
79(2017), https://core.ac.uk/download/229489232.pdf.

(249) GX Promotion Act, art.20.
(250) Id. art.54.
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Large-scale government support for R&D is widely recognized as a

catalyst for economic stimulation and technological advancement. In Japan,

such support is exemplified by initiatives such as the Green Innovation

Fund,(251) which is financed by the national budget and administered by the

METI in collaboration with the NEDO.

Despite these efforts, significant questions persist regarding the

government’s renewed emphasis on nuclear power, particularly in light of

the unresolved lessons learned from the Great East Japan Earthquake and

the Fukushima Daiichi nuclear disaster. The policy debate continues over

whether sufficient progress has been made in addressing safety, regulatory,

and societal concerns before the revival of nuclear energy as a core

component of Japan’s energy strategy. The development of such technologies

is inherently a long-term process involving trial and error. Therefore, it

is incumbent upon the government to communicate clearly to the public

that meaningful progress in this area requires patience, persistence, and

sustained effort.

The effectiveness of government-backed R&D initiatives ultimately hinges

on Japan’s capacity to generate transformative technologies―akin to the

disruptive impact of the iPhone on the global market. The ability to

foster innovation is a critical determinant of the success of these programs,

and by extension, of Japan’s broader decarbonization and industrial

revitalization objectives. However, these ambitions must be weighed

against national fiscal constraints. The outstanding balance of ordinary

government bonds is projected to reach JPY 1,105 trillion by the end of

the fiscal year 2024, representing the highest debt-to-GDP ratio among

major advanced economies. This substantial public debt underscores

the importance of ensuring that government expenditures on R&D and

innovation are strategically targeted, fiscally responsible, and capable of

(251) METI, Green Innovation Fund, https://www.meti.go.jp/english/policy/energy
environment/global warming/gifund/index.html.
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delivering measurable economic and environmental returns. The challenge

for policymakers is balancing innovation-driven growth with the need to

maintain fiscal sustainability and public trust.(252)

VI. Future Prediction Scenarios

In policy planning, the construction of multiple future scenarios is a widely

accepted practice for anticipating potential developments and informing

strategic decision-making. Governments often present such scenarios to the

public to facilitate policy formulation and foster transparency. (253) However,

the Japanese government’s current scenario planning includes projections in

which key technological innovations, such as hydrogen technologies, will fail

to materialize by 2040.(254)

While it is the role of the legislative body to deliberate on policy

proposals and present them to the public in a transparent and accountable

manner, there is a risk that emphasizing worst-case scenarios may

inadvertently distort public and stakeholder perceptions. Specifically, by

foregrounding pessimistic projections that appear to undermine particular

policy directions, attention may be diverted disproportionately to these

(252) MoF, Considering Japan’s Fiscal Situation for the Future, 6. Japan’s Debt Situation
[日本の借金の状況], https://www.mof.go.jp/zaisei/financial-situation/financial-
situation-01.html.

(253) METI, Energy Supply and Demand Outlook for Fiscal Year 2040 (Related
Materials) [2040年度におけるエネルギー需給の見通し（関連資料）] (Jan. 2025), at,
https://www.enecho.meti.go.jp/committee/council/basic policy subcommittee/
2024/068/068 005.pdf.

(254) Japan Research Institute, Multiple Scenarios in the Draft 7th Strategic Energy
Plan and Future Challenges[第 7次エネルギー基本計画案における「複数シナリオ」と
今後の課題] https://www.jri.co.jp/MediaLibrary/file/report/research/pdf/15528.pdf.
Ishihara, et al, Is ”virtually zero” emissions from thermal power generation in
2040 realistic Rethinking hydrogen, ammonia, and CCS costs?[2040年火力の排出
「実質ゼロ」は現実的か水素・アンモニア・CCSコストの再考], https://www.renewable-
ei.org/activities/column/reupdate/20250522.php.
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scenarios. This dynamic may lead to implicit shifts in policy objectives

occurring within advisory committees rather than through formal legislative

deliberation, thereby circumventing democratic oversight and weakening

the legitimacy of the policymaking process.

Conclusion

In Japan, there is broad political consensus in support of renewable energy

policy. Neither the ruling party nor the opposition has actively obstructed

the advancement of renewable energy initiatives. As such, even in the event

of a change in government, a complete reversal of renewable energy policy

appears unlikely. Nonetheless, there is a significant lack of transparency

in the government’s communication with the public regarding specific policy

measures and budgetary allocations. This opacity may be partly attributed

to public sensitivity to the financial burden associated with climate policies.

Historically, policy direction in Japan has been centralized within the

Prime Minister’s Office, where the Prime Minister and a small circle of

advisors have exerted considerable influence over the party leadership and

exercised strict control over policy decisions. At present, the administration

appears to be continuing the policy trajectory of the 6th Basic Energy

Plan, established under the former Prime Minister Suga. However, given

the ruling party’s current minority status, opposition parties are expected

to play a more active role in demanding governmental accountability

and ensuring that policy decisions are accompanied by adequate public

explanations.

Although the 7th Basic Energy Plan and GX Strategy are presented in

terms designed to appeal to the general public, their underlying rationales

remain abstract and insufficiently articulated. The emissions trading

system under the GX Promotion Act is a framework that prioritizes economic
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growth over climate change. The mechanisms for implementation are vague,

and the low predictability of policy outcomes undermines incentives for

private-sector engagement. For example, projections related to artificial

intelligence data centers, semiconductor production hubs, and the demands

of an aging population remain imprecise and underdeveloped.

Investment in scientific and technological innovation is inherently

accompanied by uncertainty and outcomes may diverge significantly from

administrative expectations. Although excessive pessimism and reliance on

worst-case scenarios should be avoided, uncritical optimism is problematic.

Policy refinement and advancement must proceed through a process of

continuous, incremental decision-making, with the government maintaining

transparency and accountability to the public. Rather than setting

aspirational targets and subsequently attempting to obscure unmet goals,

it is essential that the burdens and responsibilities associated with the

energy transition are shared openly and equitably. Furthermore, the

retrospective alteration of baseline data during ongoing policy presentations

is methodologically inappropriate and undermines public trust.

Although the government has explicitly reaffirmed the role of nuclear

power in Japan’s energy mix, it has yet to demonstrate that it has fully

absorbed the lessons of the 2011 Great East Japan Earthquake. Nor has it

developed a distinct or globally influential policy approach to nuclear energy.

Economic revitalization in disaster-affected regions remains slow, and the

broader policy response has lacked innovation and urgency.

A cautious decision-making pace is not inherently detrimental. In some

respects, Japan’s relatively measured approach allowed it to learn from

the experiences of Europe and the United States. The Basic Energy Plan

affirms that despite ongoing challenges, nuclear power will continue to play

a supplementary role in the national energy mix, with renewable energy

positioned as the primary source and thermal power serving as a secondary

backup. However, given that thermal power accounts for approximately
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70% of Japan’s electricity generation, it remains uncertain whether the

country will be able to meet its NDC targets under the Paris Agreement.

The realization of these targets will require not only policy clarity and

institutional coordination but also a sustained commitment to transparency,

innovation, and public engagement.
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